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By Crark & CLARK 


WITH THE PUBLICATION of the new third edition this stand- 
ard text, which has been used successfully in classrooms for 
20 years, is brought completely up to date. Each chapter has 
been thoroughly revised to include latest developments and 
to further clarify and illustrate marketing principles. Recent 
developments, which are new to the text, are treated in detail. 
They include: trends in retailing; developments in the field 
of large-scale retailing, including voluntary or cooperative 
retail organizations and supermarkets. The discussion of the 
marketing of manufactured products has been enlarged with 
new material on the marketing of industrial goods and 
selective distribution. Although the general plan of the book 
is the same, many improvements have been made as the result 
of use at Northwestern University and various suggestions 


from teachers in many other schools. 


To be published December 29th. 


$4.75 (probable) 


The Macmillan Company a a 
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FOUR BOOKS OF MERIT 
READY FOR YOUR USE 


1. SALES MANAGEMENT with Problem Book Supplement 


By Herman C. Nolen and Harold H. Maynard 
Both of Ohio State University 





DOPTED in many schools featuring extensive sales management and marketing courses, 
this book is in step with the modern movement toward sales management based on 
scientific analysis of existing conditions. The efficacy of its method is demonstrated through 
concrete examples, tested and proved by the authors, working with sales managers of well- 


known companies. Text $4.00, Problem Book $.75, Combination $4.50 


2. PRINCIPLES OF MARKETING Zhird Edition 


By H. H. Maynard, W. C. Weidler, and T. N. Beckman 
All of Ohio State University 


VER a hundred schools have adopted the third edition of this famous standard work. 

Every page reflects the unsurpassed experience of the authors, together with their 
understanding of important changes that have occurred in the field. They take up in suc- 
cession the nature and importance of marketing, the ultimate consumer, retailing, the whole- 
saling of consumers’ goods, industrial marketing, the functions of marketing, marketing 
policies and the cost and efficiency of marketing. Current trends are recognized and carefully 
interpreted for the new light they throw on the past history of marketing, for the clues they 
give to future developments. Recent legislation is given the critical attention it deserves in a 
truly comprehensive text. 


ENETRATINGLY analytical are the chapters dealing with these and other timely topics, 
as, the meaning of the marketing task; the consumer in the present marketing system; 
the supermarket; marketing and the government. $4.50 


$3. MARKETING COOPERATIVES 


By Donald F. Blankertz, University of Indiana 


! unbiased, objective examination of both agricultural cooperatives and consumer and 
service cooperatives. It approaches both types as business institutions, bringing into 
sharp focus their beginnings; evolution; the need for them; their principles, methods and 
forms of organization; their various policies and problems; their economic and social im- 
portance. The book follows a logical development tested in the author’s own classes. It opens 
with an examination of backgrounds and moves through a survey of cooperatives in other coun- 
tries to detailed study of the movement in the United States. It includes an analysis of the 
cooperative marketing of three specific commodities—grains, dairy products, livestock—to 
better exemplify certain underlying principles and policies. $4.00 


4. MERCHANDISING OF FASHIONS 


By John B. Swinney 
Managing Director, Uptown Retail Guild, New York City; Instructor in Fashion 
Merchandising, Extension Division, Columbia University 


OLICIES and methods of successful specialty stores. Systematic, comprehensive, tested 
in classes for junior executives and stose employees. Includes: Development of the Fashion 
Business; Fundamentals of Good Design; Garment Production; Planning; Buying and Selling 
Fashion Merchandise; Promoting a Fashion Business; Alteration Work; Labor Organiza- 
tions; Design Protection. $4.00 


THE RONALD PRESS COMPANY, PUBLISHERS 
15 East 26th Street Established 1900 New York, N.Y. 
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APPLIED MARKETING RESEARCH-REPORTS 
ON METHODS BY THE NEW 
ENGLAND CHAPTER 


Many useful and profitable applications of marketing research do not reach the light 
of day, to contribute their bit towards the progress of research. 

Realizing this, the New England Chapter of the American Marketing Association, 
through its Project Committee, sought to collect articles outlining specific practical 
marketing research methods which have been or are now being used—discussions hitherto 
unpublished that would be of interest and value to marketing men. 

The four articles which follow vary widely as to subject matter. In these discussions 
applied marketing research methods are used to sell more stamp pads, more bread and 
more chain store merchandise and to obtain higher readership for industrial advertisers. 

May these articles stimulate further discussion, prove helpful to other marketing men 
in their work, and inspire them to contribute articles on methods they have used and 
found to be successful! 

F. J. Younc 
Chairman of Project Committee 
New England Chapter 
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A CASE HISTORY OF SALES QUOTAS 


WILLIAM APPLEBAUM 
Director of Market Research 
Economy Grocery Stores Corporation* 


N THE SPRING OF 1939, the director of 

merchandising of our company, dis- 
turbed by a progressive downward trend 
in our bread sales, requested the market 
research department to study the bread 
problem and evolve a plan for increasing 
our bread business. 

A comprehensive study, covering 
many aspects of the bread business, was 
made in response to this request. The 
study disclosed, among other things, 
that in our chain of retail food stores (1) 
bread sales, measured in pounds per $100 
of grocery sales (excluding meats and 
produce), declined as store grocery sales 
increased, and, (2) that our self-serve 
stores sold less bread than did our service 
stores doing the same amount of grocery 
business. 

Both of these findings were of major 
significance because our company was 
embarked upon a program of closing 
small service stores and replacing them 
with large volume self-serve stores. 
Thus, unless bread sales in pounds per 
$100 grocery sales could be increased 
substantially, the downward trend in 
bread sales would continue. 

To counteract this downward trend 
in our bread business, the study recom- 
mended several minor improvements in 
the quality and packaging of the product 
and presented a ten-point store merchan- 
dising plan entitled, The Ten Commana- 
ments of the Bread Business. The study 
also developed a schedule of bread sales 
quotas to tie in with the store merchan- 
dising plan and to serve as a concrete, 


* On leave for service in Washington with one of the 
War Agencies. 


measurable goal for management, super- 
vision and the stores themselves in the 
drive for greater bread sales. 

We shall sketch briefly how the bread 
sales quotas were developed and em- 
ployed in an organized and sustained 
sales campaign over a period of nearly 
two years and point out a few of the 
problems encountered. 

Since the goal set by a sales quota is 
inevitably based on an arbitrary de- 
cision, we recognized from the outset 
that it would be very difficult to devise 
sales quotas which would be equally fair 
for all stores. Therefore we endeavored 
to set our bread sales quotas so that they 
would be attainable with a reasonable 
amount of effort by at least a large 
majority of the stores. They should not 
penalize the stores which were already 
doing an outstanding job; but the stores 
with the poorest performance should be 
required to make a better than average 
improvement to achieve the bread sales 
quotas. 

Bread sales, in pounds per $100 gro- 
cery sales, were determined for each 
store in the chain, based on daily receiv- 
ings for the month of March, 1939. All 
stores were grouped according to type of 
operation into service and self-serve 
groups, and each of these groups was 
subdivided, by volume of weekly sales, 
into a number of sub-group classifica- 
tions. The average bread sales perform- 
ance, in pounds per $100 grocery sales, 
was computed for each sub-group of 
stores, and these averages served as the 
starting point for setting the bread sales 
quotas. 
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After a detailed review of the bread 
sales statistics (and considerable dis- 
cussion), a committee consisting of mer- 
chandisers, operators and researchers 
agreed that the first bread sales quotas 
should call for a 15% increase in bread 
poundage per $100 grocery sales over the 
average company performance for 
March, 1939. This 15% increase was 
applied, with some very small variations, 
to the average performance of each sub- 
group of stores to arrive at the mathe- 
matical quota in pounds per $100 gro- 
cery sales for every sub-group. The fol- 
lowing table shows the quota indices for 
each sub-group of stores, without dis- 
closing the actual pound figures. 


Inpices oF First Breap SALes Quotas 


, Service Self-Serve 
Weekly Grocery Sales Sees Scores 
Under $400 1 .00* — 
$401-$500 -93 — 
$501-$600 90 — 
$601-$700 .83 _ 
$701-$1,000 -79 64 
$1,001-$1,400 -70 57 
Over $1,400 $7 50 


* Pounds per $100 grocery sales in this sub-group 
equal 1. 

All store managers were fully informed 
regarding the purpose of the bread sales 
quotas in the bread merchandising cam- 
paign. Each store was provided with a 
specially designed bread sales record 
card on which to post weekly grocery 
sales, bread sales in pounds, and the 
store’s bread sales quota for the week. 
The bread sales campaign commenced in 
June, 1939, with considerable enthusi- 
asm. 

The task of compiling and processing 
the statistics relating to the weekly 
bread sales performance of each store 
was assigned to the market research de- 
partment. This department furnished 
every district manager, on Wednesday 
of each week, a detailed store by store 
record of his district’s performance for 


the preceding week, and a comparative 
summary by districts for the entire 
company. The district manager reviewed 
with every store manager in his district 
the store’s bread performance for the 
week and posted the figures on the bread 
sales record card. The store manager was 
expected to go over the posted figures 
with his clerks and stimulate their interest 
in bread merchandising. 

Accustomed to think in terms of 
“loaves” rather than “‘pounds” of bread, 
many store managers and even one or 
two district managers found it difficult 
at first to orient themselves to the 
“bread pounds per $100 grocery sales” 
concept. It was necessary to explain and 
reiterate that not all loaves of bread sold 
in the stores were of the same variety, 
retailed at the same price, or weighed 
the same number of ounces; therefore, 
pounds was a more satisfactory unit 
measure of performance than loaves. 

Similarly, a number of store managers 
could not fully grasp why different bread 
sales quotas, in pounds per $100 grocery 
sales, were set up for different types and 
volume group stores. This was particu- 
larly true of store managers whose stores 
were on the border between two sub- 
group classifications, and consequently, 
their quotas changed as their volume 
classification changed. Here the explana- 
tion was not always very simple, and in 
a few cases perhaps not even satisfac- 
tory. However, eventually practically 
the entire organization accepted the 
quotas and got into the habit of these 
concepts. 

It took ten months to attain the goal 
set by the first bread sales quotas, 
namely, a 15 per cent increase in pounds 
per $100 grocery sales for the company 
as a unit. As was expected, not all stores 
achieved their individual bread quotas, 
but all stores increased their bread busi- 
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ness. The self-serve stores were more 
successful than the service stores, and 
this was particularly gratifying and en- 
couraging. Company grocery sales had 
increased during this period, so that the 
increase in total bread poundage for 
March, 1940, compared with March, 
1939, amounted to 23%. 

The second bread sales quotas were 
developed by the same methods as the 
first, and called for a 10% increase in 
bread poundage per $100 grocery sales 
above the company average performance 
for March, 1940. These new quotas were 
announced to the stores in May and by 
the end of July—within twelve weeks— 
the goal was fully achieved. 

Although once more a majority of 
stores attained or bettered their indi- 
vidual quotas and although practically 
all stores improved their bread business, 
the results by types and sub-groups of 
stores showed marked variations. Only 
three sub-groups of the service stores 
attained their quotas; the other four 
sub-groups fell behind in varying de- 
grees. On the other hand, each of the 
self-serve sub-groups exceeded its quota. 
A number of facts and deductions were 
presented to explain the sharp differ- 
ences in results, but these can not be 
taken up in this brief paper. 

In setting the third bread sales quotas 
several important changes were intro- 
duced in the method used. To begin 
with, the “over $1,400” sub-group of 
stores had grown in number (since March, 
1939) so that now it could be divided 
into three sub-groups, each with a differ- 
ent bread sales quota. The performance 
of all store sub-groups was reexamined 
in detail and a different percentage 
increase was set for each sub-group based 
on the sub-group’s past performance. 
Thus, for one sub-group the third quota 
was actually lower than the second, 
while for two other sub-groups it was 


nearly 30% higher. The third quotas 
called for an average increase of 7% 
above the performance for July, 1940. 

The stores were given these new bread 
sales quotas late in August. By the end 
of December the goal was achieved. 
Again, because of an increase in com- 
pany grocery sales, the total increase in 
bread poundage for December, com- 
pared with July, was not 7% but 13%. 

The trend in bread sales from March, 
1939, to December, 1940, is summarized 
in the following Table I. The substance 
of the table is this: In less than two 
years, bread sales in pounds per $100 
grocery sales were increased by 34% and 
total company bread sales were in- 
creased by 54%, while the ratio of gro- 
cery sales in self-serve stores to company 
total changed from 42% to 57%. 


TABLE I. TREND In BreaD SALES 








Indices of — Ratio of 


Indices of Bread Sales: Self-Serce 





Period ge Sales: Total Groce. Sales 
5. per $100 
Groc. Sales Company to Com- 
Poundage pany Total 
March, 1939* 1.00 1.00 42% 
June, 1939 .97 1.01 47 
March, 1940° 1.15 5.23 53 
July, 19404 1.26 1.36 55 
December, 1940° 1.34 1.54 $7 





* Base period for setting first quotas. 

b First quotas announced; sales campaign begun. 
¢ First sales quotas achieved. 

4 Second quotas achieved. 

¢ Third quotas achieved. 


The December bread sales perform- 
ances for individual sub-groups of stores 
were again irregular. Hence the fourth 
bread sales quotas were set by the same 
procedure employed in setting the third 
quotas. The goal of the fourth quotas 
was a 5% increase above the average 
company performance for December, 
1940. These sales quotas were announced 
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Taste II. Inpices or Att Breap SALes Quortas* 
Service Stores Self-Serve Stores 
Sub-Group 
Weekly Grocery First: Second: Third: Fourth: First: Second: | Third: Fourth: 
Sales June, May, August, | February, Fune, May, August, \ February, 
1939 1940 1940 1941 1939 1940 1940 1941 
Under $400 1.00 1.10 1.20 1.31 — _— —_ — 
$401-$500 -93 1.03 1.11 ee — —_ — — 
$501-$600 990 | 1.00 1.03 1.13 — — — -_ 
$601-$700 83 -93 1.07 1.07 — _ — —_ 
$701-$1,000 ‘79 | .86 91 .97 64 71 -gI -94 
$1,001-$1,400 -70 -79 .80 .87 57 .62 .80 93 
$1,401-$2,500 | 57 | 64 61 .96 .82 .82 
ae — i = - om -§0 $7 77 ‘77 
Over $5,000 — | — — — 53 57 
































* These indices indicate that self-serve stores should be able to sell as much bread (pounds per $100 grocery 
sales) as service stores doing the same volume of grocery business. 


in February, 1941. At this writing (May, 
1941) they are still unachieved. There 
are some indications that a fresh mer- 
chandising impetus is needed to stimu- 
late the drive for more bread business. 

A tabulation for the step by step 
changes in the indices of the four bread 
sales quotas is presented in Table II. An 
examination of these indices by types of 
stores and sub-groups shows the dis- 


cussed shortcomings in our best efforts 
at setting sales quotas. Yet these sales 
quotas served as a useful tool in estab- 
lishing progressive goals in a sustained 
sales campaign. Furthermore, the sales 
quotas as used in this specific case were 
in themselves an important factor con- 
tributing toward the achievement of a 
very substantial sales increase of a 
product. 


MANUFACTURER'S SALES RESEARCH HELPS LARGE 
CUSTOMERS TO GROW 


D. C. WHITTINGHILL 


7 ABC Company manufactures a 
product which it sells to retailers 
through its wholesale branches and di- 
rect to several large chain stores organi- 
zations. The largest of these chains has 
over 1500 retail stores which are located 
in every state, and it buys exclusively 
from the ABC Company. 

The individual store managers order 
their requirements direct from the ABC 
Company from a catalogue of styles ap- 
proved by the buyers at the chain head- 





quarters. While the chain headquarters 
pays the bills, up until 1936 it apparently 
did not analyze the purchases of the 
different stores or try to direct or influ- 
ence the buying by the 1500-odd store 
managers. 

Early in 1937 the salesman for the 
ABC Company who handles the chain 
account requested the sales research 
manager of the ABC Company to an- 
alyze the purchases of the chain com- 
pany by types of product by stores. 
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The ABC Company was already cod- 
ing billing to the chain company by store 
numbers for merchandise control pur- 
poses, and all the billing of the ABC 
Company was coded for the nine general 
types of product used by the entire in- 
dustry, so it was simple to learn the 
purchases of each store. The ABC’s 
tabulating department furnished the 
sales research department with a card 
for each store showing the quantity of 
each of the nine classifications purchased 
by each store and the total value of the 
purchases. 

The analysis report of 1936 purchases 
pointed out to the chain company and 
to the management of the ABC Com- 
pany— 


That the chain company handled a greater 
percentage of the company’s product’s 
business than it did of the total retail 
business of its class of stores in the 
United States. 

That the chain retailed almost 5% of all 
the product in the United States but on 
several classifications the percentages 
were much higher. 

That while the stores placed stock orders 
each season, many stores underesti- 
mated their requirements and had to 
buy fill-in stock at higher prices. 

The relative importance of each type of 
product that was consumed in the coun- 
try in comparison with the chain’s pur- 
chases. 

That while there were markets for the 
product in every chain store trading 
area, 48 stores did not buy. 

That only 630 of the stores carried all nine 
types of product, or the complete line. 
Almost a thousand stores handled less 
than the full line. 


The report, which tabulated the 1936 
purchases for each store, showed popula- 
tion and retail trade data for each store 
city. Purchases were summarized by 
states to show coverage of the entire 
market. For example, in one state the 


chain had stores in trading areas where 
80% of the retail trade is conducted; 
another one only 5%. This information 
was shown on state maps together with 
the number of pairs per thousand popu- 
lation purchased per state. 

The 1936 report was well received by 
the chain company and it was learned 
that at their headquarters it was broken 
up into sections and each of the chain 
company’s twenty district managers was 
given a record of his stores’ purchases 
with the suggestion that he endeavor to 
have all stores carry the product—carry 
more complete lines—buy closer to the 
season’s requirements and cut down 
fill-ins. 

Because the headquarters divided the 
1936 report, the report for 1937 pur- 
chases was prepared in sections—one for 
each of the chain’s district managers 
and a summary of the twenty sections 
for chain headquarters. Headquarters 
copies had copies of the sectional reports 
which were separately bound for each 
district manager. 

The 1937 report was more enlighten- 
ing and useful. In addition to the data 
shown in the 1936 report, a 1936-1937 
comparison was presented for each store, 
each district and for the chain as a whole 
and also for the entire industry. 

This report showed— 


That while the industry declined 6%, the 
chain’s business increased 10%. This, 
however, was not uniform by types. 

The stores that made 1936-37 gains and 


losses. 

That more stores were carrying more types 
of product. 

That stock orders were larger, fill-ins 
smaller. 


This report showed that the research 
department’s 1936 report had been put 
to work. 

The reports covering 1938 and 1939 
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purchases were similar and showed that 
the chain was still progressing in relation 
to the industry’s growth and more stores 
were buying more of the product in total 
and styles. 

The 1940 report had two new features. 
Since five years’ purchases had been 
analyzed, some were good years for the 
industry, others bad,—it was possible to 
tabulate the annual purchases in total 
and by types for each store, thus giving 
the chain company a good background 
for future purchasing. A progress column 
was inserted in the tabulation using 1936 
purchases as the base. This gave a pur- 
chase index for each year for each store. 

For a quick comparison of progress a 
Progresscope was designed—a celluloid 
rule with a window cut in just large 
enough for the progress index to be seen. 
Opposite the window on the Progres- 
scope were indexes (1936=100) for the 
entire industry and for the purchases of 
the entire chain company. By running 
this Progresscope rule down the progress 
column on each page where annual ship- 
ments are tabulated, the progressing and 
declining stores are singled out readily. 

The other feature was well received 
and adopted. The chain company has 21 
department stores, so their purchases 
were treated separately in a special sec- 


tion of charts. Purchases by years by 
types of product for each store were 
tabulated at the top of a chart and at the 
bottom were national consumption, total 
chain company purchase and the indi- 
vidual store purchase curves. An extra 
set of these 21 charts was supplied the 
chain company to pass on to the man- 
agers of these important stores. It was 
learned recently that the chain company 
was preparing similar charts for each of 
the 1500 other stores. 

Natural growth, business conditions, 
company policy and perhaps other fac- 
tors were responsible for some of the 
growth of the chain company’s purchases 
from the ABC Company, but because of 
the way the chain company received and 
used the data presented the ABC sales 
research department claims some credit 
for the fact that practically all stores 
now carry the product. The number of 
stores carrying the full line has quad- 
rupled and more stores are carrying more 
types with the result that while the 
industry in 1940 was 19.3% behind its 
1936 business, the chain company was 
4.3% ahead. 

Another salesman handling another 
large chain (800 stores) requested similar 
studies for this chain, which we started 
with 1940 purchases. 


A SURVEY—AND THE RESULT 


G. L. PIPPETTE 
Advertising Manager, The Carter's Ink Company 


REVIEW of the course of events in 
A the development of our stamp pads 
reveals quite an orderly picture. It would 
please our vanity to be able to say that 
the program described below was care- 
fully planned in advance. Such was not 
the case, however; each step was taken 





as a separate project. But, perhaps the 
final result was more satisfactory than 
it would have been if the whole program 
had been laid out in advance. At least we 
had a chance to consolidate our position 
before deciding on each new move. 
Before going into details, it might be 
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well to mention certain specific rules 
which must be followed in any marketing 
policy. Each had a bearing on the steady 
improvement of Carter Stamp Pads. 


1. A fair margin of profit for manufacturer 
and dealer is the only sound basis on 
which to sell merchandise. 

2. The consumer must be given good value 
for his money if products are to move 
from the dealers’ shelves. 

3. Constant improvement of products is 
vital if a manufacturer wishes to hold or 
improve his position. 


Two additional rules have been ap- 
plied in the development of Carter 
Products. 


1. Each Carter product must combine 
beauty and utility. 
2. Each Carter product must be as the 


user wants it—not as WE think it 
should be. 


There are about six well known makes 
of Stamp Pads. Until about 1925 Carter 
pads were similar to the other makes in 
construction and about equal in quality. 
Assuming that the original decision to 
enter the stamp pad field was the first 
step, we come to the next move. 

Probably no other item in the sta- 
tionery industry, with the possible ex- 
ception of wooden pencils, has been as 
great a victim of price wars as stamp 
pads. To hold prices up to a level which 
would assure a decent profit for our 
dealers and ourselves, we decided to give 
the user more for his money. So we de- 
veloped and patented an entirely new 
internal construction for stamp pads. 
Laboratory tests supplemented by tests 
of large users outside our organization 
proved that the new patented Carter 
construction provided fifty percent 
longer stamp pad life than that offered 
by pads of ordinary construction. This 
was something worth talking about and 
we had no difficulty in convincing our 





dealers that price cuts were unnecessary 
on an item on which better value could 
easily be demonstrated. 

The next step involved the addition of 
cellophane wrapping. Because stamping 
ink contains a large proportion of glyc- 

erine, which is affected by varying hu- 
midity, we found that pads in dry 
climates dried out in dealer’s stocks, 
while in humid climates the ink some- 
times seeped out of the boxes. Cello- 
phane wrapping provided the solution. 

By this time, we had learned enough 
about the durability of Carter Pads to be 
willing to back up our words with action. 
So we announced a guarantee of 100,000 
impressions from each Carter Pad! This 
guarantee has been printed on the cello- 
phane wrapping for several years, and we 
have never been called on to answer for 
failure of a Carter Pad to meet this 
unusual claim. There may be a psycho- 
logical element here, but it looks like a 
tribute to Carter Pads. 

In line with our policy of continually 
trying to improve our products, we 
rotate through our line and taking a 
product at a time, try to find some way 
of making it better. It came time to 
review the stamp pad line. We had 
nothing to go on; no one had supplied 
criticism which might be used as a basis 
for improvement. So we made up a 
questionnaire and sent it to 1000 large 
users. 

We have always admired the General 
Motors technique, so we made up a four 
page questionnaire, size 55” X83", when 
folded, resembling the General Motors 
style in appearance and_ wording. 
Twenty questions were asked. We did 
not number the questions. We asked 
whether the guarantee would influence 
the recipient to buy a Carter pad and 
whether he was familiar with the special 
Carter construction. We asked whether 
the cellophane wrapping was an advan- 





ot 


oO co 


mH w=) hw bee SS AD —* ho OS 4a > 


nee ioe, foe ote CH A 





THE FOURNAL OF MARKETING 


207 





tage or a bother. We asked whether the 
present range of colors and sizes was 
sufficient. If not, we asked what addi- 
tional sizes and colors should be added. 
Additional questions asked whether 
shades were vivid enough, whether the 
user was ever bothered by smooching 
and whether he would prefer a quicker 
drying pad. The user was also asked 
whether he reinked his pads and if so 
whether he used ink of the same manu- 
facturer who made the pad. He was 
asked whether he had any difficulty in 
reinking his pads. 

Then we asked about the box. Did 
the user keep his pad on top of his desk 
or in the drawer? Was the appearance of 
the pad, after a month’s use, important? 
Where did the pad fail first—appear- 
ance; cloth wear; cover closing etc.? 
Finally we asked for suggestions for 
improvement in general. 

It is interesting to note that in over 
250 replies there was a complete absence 
of criticism on anything except the box. 
From a large number of people we 
learned that stamp pad boxes of all 
manufactures became warped or sprung 
so that the cover either would not close, 
or was hard to open. We learned that 
sharp tin edges sometimes cut the user’s 
fingers and his rubber stamps. We 
learned also that ink sometimes seeped 
from the open corners of folded metal 
boxes. 

So we decided to act on these com- 
ments. The final step was the designing 
of an entirely new box. The new box is 
of drawn construction which provides 
rounded closed corners. This construc- 
tion prevents ink seepage. The round 


corners make the box much stronger and 
help prevent warping. Because the cor- 
ners are solid, the box can no longer 
spread apart to cause jamming of the 
cover. To further strengthen the box, we 
have rolled the edges. This feature has 
the added advantage of preventing cut- 
ting of fingers and rubber stamps. Fur- 
ther improvements include a shouldered 
cover, which cannot jam open or shut, a 
streamlined cover lift to prevent 
scratched fingers and set-away hinges to 
prevent ink corrosion. 

The box has been completely restyled 
in keeping with modern trends in art 
design and lettering. To help promote 
the improved pad, dealers were supplied 
with an attractive counter display cab- 
inet of maple and walnut. The cabinet, 
which takes up little space, provides dis- 
play and storage space and saves the 
dealer considerable shelf space which 
was needed when he kept his stamp pad 
stock in dozen containers. Partly filled 
boxes of five sizes and five colors of pads 
took up a lot of space and wasted time in 
selection. The new cabinet ties in rubber 
stamp inks, thus helping the dealer sell 
a bottle of ink with a pad and vice versa. 

The changes made as a result of this 
survey have brought about a sizable 
increase in sales of Carter stamp pads 
and rubber stamp ink. We = are 
thoroughly convinced that a question- 
naire carefully worked out and covering 
a specific situation cannot help but 
provide valuable assistance to the manu- 
facturer. But such a project is worth- 
while only if the manufacturer takes 
advantage of the things he learns 
through his questionnaire. 
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A METHOD OF MEASURING EFFECTIVENESS OF BUSINESS 
AND TRADE PAPER ADVERTISING 


RICHARD L. EDSALL 
James Thomas Chirurg Company, Boston, Mass. 


ost of the many methods of meas- 
M uring the varied effectiveness of 
different ads for one Company are al- 
most impassible to apply to goods sold 
to industry. 

Sales tests are out, because turnover is 
usually slow, local advertising media are 
inappropriate for industrial advertising, 
and advertising is not so decisive a fac- 
tor as it is in most quick-turnover, low- 
priced consumer goods. 

Inquiry comparisons are even harder 
to set up on anything approaching a 
scientific basis, for there are no split-run 
media available to run two industrial ads 
under exactly comparable conditions. 

Starch reports (which today are 
dropped for the duration) on industrial 
advertising were extremely expensive, 
covered only a very few trade papers 
(very likely missing the ones you are 
using), were not widely available, and 
offered results less significant than their 
reports on consumer advertising. Studies 
to date have clearly indicated that far 
more than in the consumer field, indus- 
trial buyers’ attention to ads is deter- 
mined by whether they happen to be 
interested in that particular product at 
that particular moment, irrespective of 
the merit of the ad. The effectiveness of 
the ad can only be measured within the 
narrowest limits, say one electric motor 
ad compared to another motor ad. In 
most issues of most business papers, 
there are not enough strictly comparable 
ads to make comparisons significant. 
Users formerly were able over a period of 
many months to collect enough data to 
see how one ad in a series compares with 
another, how the series as a whole 
compares with competition, and what 


techniques and ideas in the field get out- 
standing results, irrespective of whether 
the products to which they are applied 
are competitive with their product. But 
this process was exceedingly slow and 
costly, the results rather narrow. 

Several years ago I worked out a sys- 
tem of measuring effectiveness of indus- 
trial advertising, quickly, inexpensively, 
and, within the limits that must be 
clearly understood, very satisfactorily. 
It has been applied a good many times 
to the advertising of various companies, 
with very interesting results. 

It is a very simple arrangement. You 
start with a list of random, typical pros- 
pects ina particular industry, or men of 
a similar “function,” say purchasing 
agents or design engineers. The list may 
or may not be subscribers to a publica- 
tion you are using. To 1000 or so of these 
men (the number depending on the size 
of the field to be surveyed and on 
whether you wish results to be broken 
down by subdivisions) picked at random, 


you send a letter building up the ease of 


answering the enclosed questionnaire, 
the importance of that individual's 
answers, and the confidence with which 
they will be treated. Naturally, if you 
are one of the advertisers being checked 
or if you are known to be connected in 
any way with one of them you use a 
“blind” letterhead. 

Enclosed is a four-page planographed 
folder, on which are reproduced ex- 
amples of your advertising to that field, 
and of your four or five leading competi- 
tors arranged in alphabetical order. The 
recipient checks which ads he remembers 
seeing—then, at the end, which cam- 
paign he considers most interesting and 
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useful—which Company’s products and 
services he would pick first. Also en- 
closed is a stamped (not business reply) 
reply envelope, which at least doubles 
returns over the use of business reply 
envelopes, yielding sometimes 30% or 
more returns on a four page question- 
naire. 

Since it is impossible here to give a 
picture of such a folder, here is a descrip- 
tion of a typical one: 


Page 1 
I REMEMBER SEEING RECENTLY ads of 
the companies checked on this folder 

1. American Brass (Anaconda) ————-__ 

check if seen 
(reproduction of 2 ads) 
2. Bridgeport Brass __-__ 
check if seen 
(reproduction of 2 ads) 
Inside spread 
Ee 
check if seen 
(reproduction of 2 ads) 
4. Scovill Mfg. Co. ____ 
check if seen 
(reproduction of 2 ads) 
More on back cover 
Page 4 
5. Revere Copper & Brass — 
check if seen 
(reproduction of 2 ads) 
Please check your answers to these 3 ques- 
tions, too— 

A. Of the five advertising campaigns on 
condenser tubes, illustrated in this 
folder, the one I have found most in- 
teresting and useful is: 

1. American Brass’ (Anaconda’s).... 
2. Bridgeport’s.... 3. Chase’s..... 
4- Scovill’s........ §. Revere’s.... 

B. Of the five companies, the one I would 
think of first for its leadership in de- 
velopment of alloys, plus engineering 
help and service to customers, is: 

1. American Brass (Anaconda)... . 
2. Bridgeport.... 3. Chase..... 
4. Scovill........ §. Revere.... 
Thank you. Now just put this folder in pre- 
addressed, postpaid, envelope. 


Naturally, this is open to the main 
objection to all mail questionnaires, that 


you have no way of knowing how near or 
far from typical of the entire group 
surveyed are the particular ones who 
reply. But for the limited purposes of 
such a questionnaire, this question 
doesn’t matter too much. 

You must not, of course, conclude that 
if 60% or so of the respondents say they 
have seen your ads then 60% of the ones 
who didn’t reply also saw the ads. On 
the contrary, it is likely that a large por- 
tion of those who didn’t reply are not 
interested in that type of product, and 
didn’t notice any of the ads. 

What you do get is still highly signifi- 
cant. It is a precise relative measurement 
of your ads’ attention-getting power, vs. 
that of your competitors’ ads. For ex- 
ample, one survey showed that one of 
our clients’ ads had been seen by 78% 
of the respondents, the next best com- 
petitor 68%, down to one competitor 
with 32% and another with 31%. None 
of these figures could be projected abso- 
lutely to the entire market. They would 
all be much too high. But it seems 
reasonable to suppose that the relative 
standing would not be greatly changed. 

You get other valuable measurements, 
too. You find which ads are being 
thoroughly read, which are doing a real 
job for the advertiser. In this same sur- 
vey for example, respondents picked the 
“most interesting and useful campaign.” 
Our client got 38% of the votes, the 
nearest competitor 18%, and the “" 
competitors ranged down to 5%. A 
similar comparative rating in prospects’ 
minds, of your products and services vs. 
competition as well as of your advertis- 
ing, can be obtained simultaneously. 
And the validity of the whole picture 
will be reinforced when you see that 
respondents don’t necessarily rank the 
various companies’ products and serv- 
ices, at all in the same manner as they 
rank their advertising. 








SPATIAL ALLOCATION OF SELLING EXPENSE 


J. A. NORDIN 
Iowa State College 


Epitor’s Note: Professor Nordin’s highly abstract 
analysis offers an interesting contrast to the preceding 
items of applied marketing research in its approach to a 
comparable problem. 


HE PURPOSE of this paper is to sug- 

gest a method for the allocation of 
selling effort among sales districts, and 
to compare it with others that have been 
used for the same purpose.! 

The actions the business planner may 
take can be divided into groups among 
which there are complicated interac- 
tions. One convenient division is into ac- 
tions pertaining to selling, production, 
and maintenance of inventory, respec- 
tively. If a new plan of selling is contem- 
plated, the planner must realize that there 
will be repercussions through the rear- 
rangement of sales in time. This change 
must be met by alterations in the schedule 
of production, or inventory, or both. 

There are also intertemporal relations 
among selling activities and sales. In 
general the variations in sales of two 
time intervals can be expected to be 
inverse, since some of the added sales of 
the first of the two periods may be 
simply anticipated replacement. How- 
ever, sales effort can be devoted either to 
fitting the presentation of product to 
the customer, or to fitting the customer 
to the type of product the salesman 
wants him to buy. If money is spent in 
making a very careful study of the re- 
quirements of the customer, the in- 
creased purchasing of the first interval 
may be matched by later reorders in- 
duced by the satisfaction given by the 
original goods. On the other hand, if the 


1 For criticism and suggestions, I am indebted to Pro- 
fessor H. R. Wellman and Professor G. M. Kuznets of 
the Giannini Foundation. 
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selling effort is directed toward selling 
the customer unsuitable goods, he may 
later refuse to buy at all. 

There are also many ways of expend- 
ing a given total amount of selling ex- 
pense within a given period. For in- 
stance, the planner must allocate money 
between advertising and hiring salesmen. 
If the marginal results of a given period 
could be divorced from the marginal 
effects of all other periods, he ought to 
equate marginal receipts per dollar of 
selling effort of all kinds for the given 
period. 

Such is the general picture. But an- 
alysis from this point must be partial, 
since the interrelations are so complex 
that the analyst would be lost in tracing 
the results of a given course of action. 
The statement of the requirements of an 
equilibrium situation is not difficult, but 
it is couched in terms of criteria not 
available to the planner. Therefore, it is 
desirable to concentrate on just one 
detail, under assumptions sufficiently 
simple so that the nature of a particular 
adjustment can be studied. Then, when 
the planner is confronted with a particu- 
lar situation, he will have a guide for 
action after he shall have noted the way 
in which the factors to be held constant 
in this analysis affect the results sug- 
gested. 

Concretely the following assumptions 
will be made to bring into relief the 
problem of allocation of selling effort 
among districts: 


1. There is one product, sold in two dis- 
tricts. 

2. The time during which the planner ex- 
pects to be interested in the affairs of his 
business is to be thought of as divided 
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into a number of periods. He is to plan 
for the first period, on the supposition 
that the sales of every subsequent pe- 
riod are independent of the sales within 
the period selected for analysis. 

3. The analysis will be carried on as 
though the facts of the period just 
concluded were expected to continue 
unchanged. Although the planner will ex- 
pect certain changes in the external con- 
ditions to which his efforts are subject, 
it will be convenient to use the past facts 
as a background. In many cases there 
will be no other important guide, and in 
any case anticipations can easily be 
substituted for the past facts as guides 
for action. 

4. In order that the substitutions among 
selling plans may be isolated, assume 
that all adjustments are subject to the 
condition that they shall leave un- 
changed the total selling expense in the 
two districts taken together. Thus, the 
object of making adjustments is to 
maximize the total sales of the two dis- 
tricts taken together, while maintaining 
the constant total of selling expense.” 

5. The only form of selling expense is the 
salaries of salesmen.’ Salary per man is 
constant, and the salesmen are com- 
pletely interchangeable. Moreover, 
whichever district a man works in, his 
personal efficiency is the same. That is, 
his response to each of a sufficiently 
wide range of stimuli is the same as that 
of each other salesman, and is inde- 
pendent of the selection of the district 
in which he works. 

6. Although actually the determination of 
a price policy is a pressing problem, it is 
separable from the allocation of selling 
effort given the price. Therefore, let it 


* The analysis could have been carried out on the 
assumption that the total sales are to be maintained 
constant while the total selling expense is to be reduced. 
The rationale of adjustment is essentially the same in 

th cases. 

* Thus only variable selling cost is considered. How- 
ever, this is not a serious departure from reality, since 
there is a wide range of selling problems in which no 
discontinuation of branch offices is contemplated. 


be assumed that the price is known, and 
is the same for both the districts. 

. The problem of deciding the optimum 
selling expense for the given period will 
not be considered. It will be assumed in 
accordance with assumption (4) above 
that the sole task is that of increasing 
sales without increasing the total selling 
cost of the two districts. While such a 
movement seems desirable, considera- 
tion of the whole plan of operation 
might dictate an increase in selling ex- 
pense in each of the districts. 


~I 


On the basis of the assumptions made, 
how shall the planner proceed to realize 
the goal that has been suggested? Con- 
sider first the analysis appropriate if the 
planner knows all the relevant facts 
about both districts. It may be expected 
that each additional unit of product sold 
in a given district will encounter greater 
sales resistance than the last preceding 
unit, so that the sale of each additional 
unit will require an increasing amount of 
effort. This in turn means that the mar- 
ginal selling expense entailed by the sell- 
ing of additional units is an increasing 
function of the total amount of sales. In 
Figure 1, the amount of product is 
shown on each horizontal axis, and the 
marginal selling expense on each vertical 
axis. Since only variable costs are con- 
sidered, the curves go through the origin. 

In Figure 1A each ordinate represents 
the cost of making an addition to the 
total sales. At the origin there are no 
sales; at x; the total variable selling ex- 
pense is the sum of all the ordinates be- 
tween x1=0 and x,=x;. If y: can be 
written as f(x:) the sum of the selling 
expenses can conveniently be written as 


J se040 


‘ This expression is simply shorthand for the area 
under the marginal selling expense curve from x,=o0 
to x1 =*1. 
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Similarly, if y2=g(x2), the variable sell- 
ing expenses entailed by the sale of x2 
units in district 2 is 


f ¥ £(x2)dx>. 


The planner’s task is thus seen to be that 
of maximizing x:+%2, while preserving 
the condition 


f T(xs)dxit f g(x2)dx2= K, 
0 0 


where K is the total selling expense avail- 


A 
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0 x, 
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tions of diminishing returns to selling. 
It would not do to take the unit from 
district two, for doing so would only free 
the selling expense y2= 1. The same con- 
siderations disqualify the reverse move- 
ment, and therefore the adjustment that 
equates y; and y2 maximizes the sales to 
be made with the constant selling ex- 
pense.® 

If y; is less than ys, selling effort ought 
to be diverted from district two to dis- 
trict one. If both curves are continuous 
—that is, contain no breaks—then just 
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able for allocation between the two dis- 
tricts. 

Assume that the planner knows the 
exact shapes of the marginal selling ex- 
pense curves; that is, knows their equa- 
tions. Then the desired adjustment is 
achieved by equating the marginal sell- 
ing expenses in the two districts. The 
reason why this is so may be indicated 
as follows: suppose y:=y2. Let a “unit” 
of product be thought of as the width of 
an ordinate. If a unit is added to the 
sales in district one, the marginal sales 
expense required will be greater than y,, 
since added units are sold under condi- 





to the right of the present y: there is an 
ordinate whose height is between y, and 
ye.® If the selling expense ys is trans- 
ferred, one “unit” of product is lost in 
district two, but y2 more than suffices 
to sell the next unit to the right of the 
point x1. 

Three observations are appropriate in 
this connection. In the first place, the 


5 A proof of this statement is contained in the Mathe- 
matical Appendix. 

6 ys is equal to some height on the y: curve, and be- 
tween two points on a continuous curve there is always 
another point. Since the marginal selling expense curves 
rise throughout, this third point will be higher than 1 
but not as high as yz. 
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records of the planner run not in terms 
of marginal selling expense, but rather 
in terms of the past variable selling ex- 
pense totals and past sales. Some way 
must be found to use the existing records. 

In the second place, the analysis to 
this point does not point out a course of 
action. If the marginal selling expense is 
greater in district two than in district 
one, the planner will know that he ought 
to spend more money in district one. 
But how much more? There will be some 
shift slight enough so that the planner 
will be sure it will not make y; greater 
than ye; but is the planner condemned 
to groping even if he has the complete 
factual knowledge supposed? 

In the third place, the planner will not 
know the marginal selling expense func- 
tions exactly; it will be necessary for him 
to approximate them. In what follows 
it is shown that an approximation mak- 
ing no unreasonable demands on the 
planner will indicate at once a selling 
expense division that will approximate 
the optimum. 

The nature of the required approxima- 
tion is this: the planner must assume 
yi=a-xy* and y2=4-x2", where a and b 
need not be assumed, but a must be 
assumed. In view of the kind of approxi- 
mations that must constantly be used 
in the conduct of a modern business, this 
seems a rather modest demand. Prob- 
ably in most cases assuming that the 
curves are straight lines will suffice to 
bring about an improvement. If there is 
reason to think that the rate of increase 
of marginal selling effort increases as x 
increases, a can be made slightly greater 
than one, and the opposite adjustment 
can be made if the planner thinks that 
the increase in the difficulty of selling 
decreases as selling proceeds. Past rec- 
ords will help in the determination of a 
and 6, as appears below. By varying them 
It is possible to show two rather different 


curves, even though a is the same for 
both. 

Even without determining a and 3, 
the planner can decide whether his allo- 
cation is the optimum. Let P; be the 
total variable selling expense in district 
one, and P, the corresponding figure for 
district two. 


Zz1 a-xyer! 
Pr=a- f x1%dx), = -* (1) 
0 atl 





The ratio of P; to x; is 

a-x \* ¥1 

ati ati 
This is the ratio of variable selling ex- 
penses to sales for the first district, and 
the same ratio for the second district is 
y2/at+l. Thus if P,/xi = P2/x:2, 71 =F 
and the desired balance has been at- 
tained. The planner ought to strive for 
an adjustment in which the ratio of vari- 
able selling expense to sales is the same 
for both districts. If the ratio is low for 
one district, effort ought to be diverted 
to that district. 

But how much money ought to be so 
diverted? Fortunately, the record for any 
representative recent period can be used 
to determine exactly the optimum allo- 
cation, subject to the degree of error 
introduced by using a. Suppose that dur- 
ing a given preceding period, say the 
last one, the actual variable selling ex- 
pense in district one was P,’, and the 
sales x:’. From (2) above, 


= Therefore,! y:’ = (a+1): 
a-+I x1 
If the results of the given past period 


are not thought to deviate significantly 
from the equation y:=4-*:*, then 





(2) 
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Py! /x;' _ 
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1 
a-x,'*=(a+1)-—»> 
x1 


or 
_ (a+1)-P,’ 
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and similarly 
- (a+ 1) -P,! 
Xo/ett ; 


b 


If it is not thought advisable to place so 
much confidence in the representative- 
ness of the results of any one past period, 
several periods can be used, and the 
values of a and 3 respectively can be 
averaged over all the trials.’ 

The last stage in the approximation 
process has now been reached. In equi- 
librium, y:=,2, so that 





ax;* = bx". (3) 
From (1) above, 
ax,2t! 
P, = ) 
at+lI 


and a similar calculation would show 
that 


P,= 





‘-K=P,+P;- 
a+lI 
Thus K can be expressed in terms of 
x, and x2. But from (3) above, x; can be 
expressed in terms of x2. Thus it is pos- 
sible to solve for x2. Since P: is in terms 
of x2, it is finally possible to determine 
that 
K 
P.= : (4) 


b l/a 
GC) 
a 


Similarly, the correct value of P; is 
K 


a l/a 
&, i 


If the selling expense is allocated in 
accordance with (4), the maximum pos- 
sible sales total is approximated to a 
degree determined by the appropriate- 
ness of a. It is possible to set up equa- 
tions for some cases in which the two 








7 This qualification represents a deviation from the 
strict application of assumption 3 above. 


marginal selling expense curves may be 
different types of function. However, 
the simplicity of equation (4) is helpful; 
moreover, the planner’s information will 
frequently be so meager that the use of 
complicated functions would be over- 
precise. 

A summary of the method advocated: 


1. Estimate a in the marginal selling ex- 
pense curves yi:=a@x,% for district one 
and y2=4x2* for district two. This step 
amounts to deciding on the general na- 
ture of the curves. In many cases it will 
be sufficient to let a=1, so that the 
marginal selling expense curves will be 
thought of as straight lines. 

2. Select some representative past period, 
whose total variable selling expenses are 
P,’ for district one and P»’ for district 
two. Divide each P’ by the sales for its 
district. Multiply the quotient by 
a+1. The result is the marginal selling 
effort for the given district in the given 
past period. Since one y and one x are 
known for each district, y1=a@x,* and 
y2=bx2" can be solved for a and 3b re- 
spectively. 

3. When a, 4, and a have been determined, 
the proper amounts to spend on selling 
in the two districts are respectively 

K 


Pjo———_——— aad 


a l/a 
(5) ™ 


K 


b l/a 
() + 
a 
4. This allocation approximates the opti- 

mum. That is, it gives approximately 
the maximum possible total sales with 
the constant total of variable selling ex- 
pense. The inaccuracy of the method is 
due to the fact that a is not likely to be 
a perfectly appropriate exponent for 
both equations, and to the unpredicta- 
ble change of underlying forces over 
time. 
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Consider next a method that has 
gained considerable support as a theo- 
retically correct manner of solving the 
same problem. It has been stated that 
selling effort ought to be allocated among 
districts in accordance with the distri- 
bution of “potential” for the commodity. 
In general terms potential has been de- 
fined as the capacity of a market to buy 
a commodity, and it has been stated that 
the definition may be framed in terms of 
either dollars or physical units.® 

For the purpose of the allocation prob- 
lem, Professor L. O. Brown considers 
the sales potential the maximum amount 
that the firm in question could possibly 
sell in a given district. For the same 
problem, Dr. Donald R. G. Cowan deals 
with a consumption potential, which 
does not make adjustments for the state 
of competition.’ The first thing to be 


SL. O. Brown, “Quantitative Market Analysis: 
Scope and Use,” Harvard Business Review 15 #2, p. 236, 
n. 4. “Sales or Market Potential—an estimate of the 
capacity of any market to buy a commodity.” 

*L. O. Brown, “Comments on “The Distribution of 
Selling Effort Among Geographical Areas’ by H. R. 
Wellman,” JouRNAL OF MARKETING 3 #4, p. 395. Pro- 
fessor Brown asserts that Professor Wellman errs in 
neglecting the fact that potential ought to be used in 
the sense suggested in the text. 

10 Dr. Cowan enumerates four factors that determine 
the index of possible sales: (1) consumption data, such 
as the age and income distributions of the population, 
(2) competition, (3) effort factors, such as the quantity 
of advertising and salesmanship, (4) price. (Donald 
R. G. Cowan, Sales Analysis from the Management 
Standpoint, Chicago, 1938, University of Chicago Press, 
p. 86.) He then asks which of the factors ought to be 
considered in connection with the problem, and decides 
that only the first ought. “These estimates of consump- 
tion may be used by management in appraising its 
present distribution of selling and advertising effort, 
and in apportioning that effort in closer relationship to 
market possibilities” (p. 89). “‘. . . Comparisons with a 
consumption index imply that, if necessary, effort could 
be redistributed, while comparisons with a sales index 
infer that the regional amounts of effort are fixed and 
only their qualitative application may be improved” 
(p. 95). Elsewhere Dr. Cowan makes a statement that 
is difficult to connect with his previous analysis: “Ap- 
parently ... the allocation of effort in proportion to 
market possibilities is quite sound, but whether the 
amount of allocation is profitable or not is a matter for 





noted is that neither of these leading ex- 
ponents of the use of potential defines 
potential with reference to price. Since 
price is assumed constant for the present 
analysis, it is not necessary to introduce 
a separate convention; but it is clear that 
the concept of capacity to buy in terms 
of physical units depends on the price. 
The capacity to buy in terms of dollar 
sales depends on the price also, unless it 
be assumed that the elasticity of demand 
for the product is unity throughout. 

In the second place, the amount that 
can be sold, with or without adjustment 
for the effect of competition, depends on 
the amount of selling effort. Perhaps no 
violence will be done to the meanings of 
Brown and Cowan if the potential, 5, is 
defined as limg...s(Z), where E is the 
total variable selling expense in a dis- 
trict, and s is the total volume of sales 
in that district. 

Both Brown and Cowan support the 
idea that balance has been achieved, 
with respect to the allocation of selling 
effort, when £,/3:=E:2/3:.'! Consider 
first the version in which the potential 
has been adjusted for the state of com- 
petition. In Figure 2, E represents the 
total variable selling effort, so that the 
e of Figure 1 is the first derivative of E 
with respect to the amount of sales. As 
before, s is the total sales in a district. 
Figure 2 has been drawn so that £,/3, 
= E,/32, i.e., so that the condition pro- 
posed by Brown is satisfied. The “3’’s 
are limits, so they must be approached 
by the sales curves; but this fact gives 
no information about the slope of either 





management to decide.” (“In Answer to Professor Well- 
man,” JOURNAL OF MARKETING 3 #3, p. 241.) Does this 
statement mean more than that the theoretical results 
must be checked with experience, since they are based 
on necessarily partial analysis? 

uL. O. Brown, “Quantitative Market Analysis; 
Scope and Uses,” Harvard Business Review 15 #2, p. 236. 
Donald R. G. Cowan, Sales Analysis from the Manage- 
ment Standpoint, Chicago, 1938, University of Chicago 
Press, pp. 86 ff. 
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curve at any point, except that both 
slopes will be positive. 

It has been shown above that the 
balance condition is equivalent to the 
condition ¢;=é:." In the case of Figure 2 
the slopes of the two curves ought to be 
equal. However, there is no reason to 
think that they would be equal, nor can 
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the true state of affairs be regarded as 
being approximated by the condition of 
equality. 

The choice between the “potential” 
method and that suggested above is 
based partly on this highly significant 
fact. The latter yields an approximate 
solution, whereas there is no predictable 
relation between the optimum solution 
and that indicated by the use of the ratio 
of sales to potential. 

But there is another weighty reason 
for deciding against the method proposed 
by Brown. It is impossible to find a nu- 
merical measure of the ability of a par- 
ticular concern to sell its goods in any 
district, even if potential can be defined 
rigorously. Consider the method Brown 
advocates for determining potential. The 
actual sales in both districts for a num- 
ber of past periods are correlated with 
other series that appear to have logical 
connections with the making of sales. 


12 See above, p. 213. 


A regression equation is set up to “pre- 
dict” the past sales from a knowledge 
of the past values of the related series. 
The exact nature of the regression is 
determined by the condition that it 
must minimize deviations of the “pre- 
dictions” from the actual sales. Sup- 
pose that the sales series in question 
is that of low-priced cars. Suppose fur- 
ther that a regression equation can be 
found to enable the analyst to predict 
past sales almost perfectly from a knowl- 
edge of past labor income, when the 
labor income series is lagged by six 
months. If the planner knows the total 
labor income for the present six months’ 
period he can predict the car sales for the 
next six months. If there is no lag in the 
relation, the situation is not so favorable, 
for the car sales cannot be predicted 
until the planner shall know the labor 
income for the same period. However, 
even in this case the method may be use- 
ful if for any reason labor income can be 
predicted more easily than car sales. The 
sales history of just one firm can be used 
if the firm has wide market coverage and 
intensive exploitation.“ 

Consider the philosophy of this meth- 
od. The income represents the external 
situation in which sales effort is put to 
work. The relation between past incomes 
and past sales is determined by the na- 


ture and extent of the selling effort. If 


the selling effort is essentially unchanged 
in the future, then the relation between 
income and sales will be essentially un- 


13“The first step in using multiple correlation for 
estimating sales potential is to set up a control series in 
the form of sales data for a number of markets.” 
(“Quantitative Market Analysis-Multiple Correla- 
tion: Accuracy of the Methods,” Harvard Business Re- 
view 16 #1, p. 62.) “The use of the multiple correlation 
method of quantitative analysis rests on the funda- 
mental assumption that the only scientific basis for 
measuring market power is our knowledge of the amount 
of power which markets have shown in the past under 
differing conditions.” (Ibid., p. 63.) 

4 Tbid., p. 62. 
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changed. Consequently when the ex- 
ternal cause (this period’s income) is 
known, the planner can predict the next 
period’s sales, on the assumption that 
the nature and extent of selling effort 
remain unchanged. 

As a part of a budget procedure this 
system has much merit It is recognized 
practice to avoid the assumption that 
there will be a sudden change in the 
effectiveness of selling. But what of the 
usefulness of the procedure for the pres- 
ent purpose? Is the objective that of pre- 
dicting actual sales in each district, as- 
suming no change in the nature and ex- 
tent of selling effort? Manifestly it is 
not. Potential is the amount that could 
be sold with a very great expenditure of 
selling effort, and presumably with a 
high level of efficiency. Thus the nature 
and extent of the present plan would 
have to be modified very drastically—at 
least it would be wrong to assume a con- 
tinuation of present selling arrange- 
ments. If labor income remains con- 
stant, then, according to Brown’s meth- 
od, potential equals past sales, no matter 
how serious the previous selling plan’s 
deficiencies.° Thus the correlation pro- 


Brown does suggest that small variations between 
actual and potential are to be expected on the basis of 
imperfections of allocations of selling effort and im- 
perfections of selling actions. But this statement merely 
sets up a “blind bogey” for the minimization process. 
Moreover, what is the assurance that the errors of allo- 
cation of resources are small? 

Brown obtains only relative measures of potential 
(op. cit., p. 68). This is strange, since his own definition 
of potential mentions the capacity of a market, not the 
relative capacity. It is noteworthy that if the absolute 
values of sales were used, and absolute values of poten- 
tials were to be estimated, a peculiar restriction would 
have to be imposed on the multiple correlation process. 
Since potential is the maximum amount that can be 
sold in a district, actual sales must not be greater than 
estimated sales. If the standard error of estimate or the 
average deviation were to be minimized, there would be 
both positive and negative deviations from expectation; 
Brown's analysis would be subject to the restriction 


that the estimate would always have to be at least equal 
to the observed. 


cedure is strictly worthless for the deter- 
mination of potential. 

The foregoing examination of what 
seems to be the most widely used method 
of determining potential indicates that 
it is impossible to arrive at a meaningful 
figure. This fact militates powerfully 
against the use of potential in allocating 
sales effort between districts. 

If potential is considered as making 
no allowance for competitive conditions, 
the situation is still more serious. When 
the condition suggested by Cowan has 
been attained, too much money may 
have been spent in a district where very 
little money would have sufficed to make 
practically all the sales that could be 
made. On the other hand, the market 
may be so antagonistic to the products 
of the given company that it ought not 
to be invaded at all. The analysis of po- 
tential without reference to competition 
will not disclose either of these condi- 
tions. 

Certain statements by Brown indicate 
that he has another way of allocating 
resources. “After the sales potential has 
been set, there arises a fundamental 
question of policy... Should a company 
concentrate its efforts in the markets in 
which it has shown the poorest perform- 
ance relative to potentials?’ This ques- 
tion suggests that Brown is considering 
an equilibrium adjustment in which the 
ratio of sales to potential is the same for 
both districts. He illustrates the pro- 
posal by comparing for two districts the 
penetration ratios, which he has defined 
as s/5, where s is the actual sales and 
3 the potential that allows for the effect 
of competition.!7 In enumerating the 
“qualifications” to be borne in mind 
when using quantitative market analy- 
sis, he concludes that the comparison 

16 Market Research and Analysis, New York, 1937, 


Ronald Press, p. 419. 
17 Tbid., p. 412. 
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of the penetration ratios does not lead 
to the determination of a policy. The 
ratio may be high because the particular 
market is adapted to the sale of the 
product of a given concern, and perhaps 
that market ought to be exploited more 
fully before a more resistant market is 
even entered.'® 

In Figure 3, the use of the axes is the 
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FIGURE 3 


same as that in Figure 2. Suppose that 
the potential is s, the same in both dis- 
tricts. Let Os, be the sales curve for dis- 
trict one, and Os, for district two. If the 
amount of sales is s’ in each of the dis- 
tricts, then there is balance, according 
to the method considered by Brown. 
However, the fact that the limit of both 
curves is § does not indicate anything 
about the rates at which the curves ap- 
proach their limits. The slopes at the 
points y: and y. may differ widely. If 
they do, the system is out of balance, 
according to the analysis developed 
above. Yet consideration of the penetra- 
tion ratio cannot reveal that fact.’® 


18 Perhaps it is unfair to attribute the method to Pro- 
fessor Brown. However, his readers seem to be invited 
to infer that (1) the penetration ratio is a proper tool for 
analyzing the allocation of resources, and (2) little con- 
fidence can be placed in the results secured by its use. 

19 Professor H. R. Wellman repeated in substance 
Brown’s own statement that no decision could be based 


In summary, the best method exam- 
ined for allocating selling expense 
among districts attempts to equate the 
ratio of variable selling cost to sales, for 
both districts. Facts possessed by the 
sales manager suffice for approximating 
the allocation that will bring about the 
maximum sales total with a given vari- 
able expense. Formula (4) above makes 
the use of the method relatively simple, 
although the algebra used in establishing 
the formula may seem abstract. The 
chief rival method requires that selling 
expense be made proportional to the 
maximum amount of sales the given 
competitor can hope to make in a dis- 
trict. In the first place, this method does 
not yield an approximation, for it rests 
on the assumption that the slopes of the 
marginal selling expense curves are equal 
at points determined by the establish- 
ment of the proportionality condition, 
although nothing in the nature of the 
curves or of the adjustment indicates 
any predictable relation between the 
slopes at the selected points. In the sec- 
ond place, there is reason to doubt that 
a useful meaning can be attached to the 
term “potential.” 

If potential is interpreted without 
reference to the strength of competition, 





on the use of the penetration ratio. (H. R. Wellman, 
“The Distribution of Selling Effort Among Geographi- 
cal Areas,” JOURNAL OF MARKETING 3 #4, Pp. 230.) 
Brown replied that Wellman had ignored the fact that 
the potential ought to be adjusted for the effect of com- 
petitive conditions. However, it is clear from what has 
been said in the text above that this answer is inade- 
quate. Cowan answered the statement of Wellman by 
writing: “The question of varying penetration of the 
market mentioned by Professor Wellman is not a serious 
complication. Those with marketing experience know 
that if salesmen or advertising are withdrawn following 
market penetration, it is not long before that penetra- 
tion ceases.” (“In Answer to Professor Wellman,” 
JOURNAL OF MARKETING 3 #3, p. 241.) Clearly this ob- 
servation is irrelevant to Wellman’s objection. The 
question involved is this: What would happen to total 
sales if some of the selling effort were taken from one 
district and used in another district? 
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the method is worse still. Finally, the 
penetration ratio is useless in allocating 
selling expense. The method of equating 
the ratio of variable sales cost to sales 
appears to give a reasonable approxima- 
tion to the solution of one of the partial 
problems of management. 


MATHEMATICAL APPENDIX 


Using the notation of the text, let 


F(x, x2) = SI (x1)dx1 
oo (1) 
+ f g(x2)dx2— K=o. 
0 


The sum x1+.2 is to be maximized, so it is 
appropriate to maximize 


h(x1, Xo, \) =x +xKe+A-F (x1, x2) (2) 
where \ is a LaGrange multiplier. Differ- 
entiating (2) partially, 

oh oF 


—=1+A-:—=0 2 
Ox Ox (3) 
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and 
oh + oF Gs) 
OX OX . ‘ 
OF 
— =f(x1), (5) 
Ox) 
and 
oF 
— =g(x2). (6) 
OXe 


Except in the trivial case in which there is 
no selling expense in the first district, 
(x1) #0, and so 0F/dx,;%0. Therefore, it is 
possible to obtain from (3), 


I 
oF 


Ox, 





When this expression is substituted in (4), 





oF 

OXe oF oF 
o=I-—— , or —=—-- 

oF Ox OX2 

Ox 


Thus from (5) and (6) above, f(x) = g(x), or, 
finally, yi1=ye. 











WARTIME CHANGES IN ENGLISH AND 
CANADIAN RADIO 


GEORGE H. ALLEN 
Chairman New York Chapter Discussion Group on Radio Listening Habits 


“England and Canada have been at war three years 
—the United States but nine months. The full impact 
of the war on radio listening in England and Canada 
should be clear by now. Perhaps we in the U. S. can 
anticipate some obvious trends not yet evident in this 
country by looking at the experience of our two Allies.” 


UCH was the objective of an A.M.A. 

meeting held by the New York Chap- 
ter of the American Marketing Associa- 
tion in August as outlined by the Chair- 
man. The guest speakers representing 
the three Allied nations were: W. B. B. 
Fergusson, Managing Director of Lord 
& Thomas Ltd., London, just arrived 
in the U. S.; Walter Elliott, President, 
Elliott-Haynes Ltd., Canadian research 
firm, formerly affiliated with C. E. 
Hooper, Inc. in the United States; and 
A. W. Lehman, Manager of the Coopera- 
tive Analysis of Broadcasting and Tech- 
nical Director of the Advertising Re- 
search Foundation. 

In the belief that what the speakers 
had to say will be of great interest to 
many marketing men, the Chairman has 
prepared the following summaries of 
their remarks: 


I. British Broapcast ExPERIENCE 

The British Radio Organization. Before 
summarizing the listener reactions to 
broadcasting in Great Britain, Mr. Fer- 
gusson explained that the British system 
of broadcasting is entirely different from 
that in this country. In Britain radio 
broadcasting is controlled by one group 
—the British Broadcasting Corporation. 
Government controlled but not govern- 
ment owned, this corporation is operated 
as a non-profit organization responsible 
to the Minister of Information. Its 
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revenue is derived, not from advertising, 
but from (1) a license fee of 10 shillings 
a year paid by each owner of a radio set; 
(2) profits from printed publications 
such as Radio Times, The Listener, and 
London Calling; (3) appropriations by 
Parliament to cover ¢eficits. In 1940-41, 
the BBC expenditure of $30,000,000 was 
made up by approximately $18,000,000 
from license fees, $2,000,000 from pub- 
lications, and $10,000,000 from the gov- 
ernment. 

The government appropriation is pri- 
marily an addition necessitated by the 
tremendous wartime expansion of the 
BBC. Personnel has expanded from 
4,000 to 8,000. Whereas, before the war 
they broadcast in seven foreign lan- 
guages, today forty foreign languages are 
used in propaganda and goodwill pro- 
grams to the Continent, the British 
Empire, and the Americas. We may 
think all British broadcasting emanates 
from London. Actually, only 400 of the 
personnel are at Broadcasting House, 
the remainder are distributed all over the 
country in unknown towns. Programs of 
the lighter type originate from these 
smaller units. As it is difficult to get 
stars to go to these out-of-the-way 
places, programs have suffered. 

Domestic Program Choice Cut to Two 
Stations.—Although foreign broadcasts 
increased, the choice of the listener at 
home was cut from eleven to two. Seven 
of these pre-war programs were from 
England, one from Ireland, and three 
from the continent. Those from the 
British Isles included: 


National] (Daventry) 
London Regional 
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Midland Regional 

North Regional (Manchester) 
Scottish Regional 

Welsh Regional 

West of England Regional 
North Ireland Regional 


When the war started, in the interest 
of defense, this schedule was immedi- 
ately cut to one program called the 
“Home Service.”’ When the British Ex- 
peditionary force went to France, an- 
other program was started under the 
heading of “Forces,” primarily intended 
for the entertainment of the troops. 
These two continue today, the “Home 
Service” being the more “highbrow” 
type of program, and “Forces” the more 
popular type. 

Post-War May See Commercially 
Sponsored Programs.—Under its char- 
ter, the BBC cannot participate in com- 
mercial broadcasts. The inevitable re- 
sult was that, despite tremendous op- 
position on the part of the British 
government and other interests in Great 
Britain, a number of companies were or- 
ganized on the Continent to broadcast 
sponsored programs for British listeners. 
The most powerful of these were in 
Luxembourg, Normandy, and Paris. 
Programs on these stations were handled, 
just as they are in this country, by ad- 
vertising agencies. 

Prior to the war, all leading English 
agencies had radio departments. Their 
programs were recorded on either film 
or records in England, sent to the con- 
tinent and broadcast from Luxembourg, 
Normandy, or radio Paris without any 
mention that they were recordings. The 
result was that most of the listeners even 
today are under the impression they were 
live broadcasts. 

These continental stations became 
more and more popular, and just prior 
to the commencement of hostilities were 
listened to by a large percentage of the 


people in Great Britain. In many in- 
stances these stations had audiences 
larger than the entire audience tuned to 
domestic programming. War closed these 
commercial stations and their lighter 
type of programming; but their influence 
was manifest when the government 
found it necessary to inaugurate the 
“Forces” program to provide similar 
light fare for the British troops accus- 
tomed to listening to these foreign sta- 
tions. 

Public demand plus need for greater 
operating revenues point to at least two 
of England’s seven domestic wavelengths 
going commercial after the war. The 
greatest opposition will be from news- 
paper interests long opposed to radio 
salesmanship. Commercialism, if it 
comes, is expected to follow the pattern 
set by Canada’s system. 

News Audiences Change.—By agree- 
ment with newspapers, only one broad- 
cast of radio news, that 6 p.m. daily, was 
scheduled before the war. Since the war, 
the schedule on all stations has been ex- 
panded to 7 a.m., 8 a.m., 12 noon, 6 
p-m., g p.m. and 12 midnight. The 
total audience has increased from 23 per 
cent to 26 per cent, with each per cent 
representing 330,000 adult listeners. 

The news is not dramatized. It is given 
always by the same announcers. Up to 
the war, these announcers were anony- 
mous, but since invasion became possi- 
ble, the announcer identifies himself by 
saying, “This is the News, Bruce Bell- 
fridge speaking.” This change was not 
intended to popularize the announcer, 
but to identify to the public the voices 
of the various staff announcers so that 
if a station were captured by the enemy, 
any announcements given out by a 
strange voice would be recognized as 
something unusual and therefore ques- 
tionable. 

Little use has been made of these pro- 
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grams to date for publicizing the sale 
of war certificates or the furtherance of 
similar war programs, as in this country. 

Broadcasting Continues During Air 
Raids.—Unlike Germany, where stations 
broadcast only until bombers approach 
and then go off the air, Britain evolved 
a system whereby the “Home” program 
could and did continue right through 
the most devastating air raids. This was, 
as you can appreciate, a most difficult 
technical problem, inasmuch as raiding 
aircraft made use of radio beams to 
guide them to their objectives. 

The blackout program service did not 
receive peak audiences, as might have 
been expected. When an air raid sounds, 
about 20 per cent of the men and 6 per 
cent of the women go on duty and 20 
per cent take shelter. The rest of the 
people continue what they are doing and 
take shelter only when they hear the 
bombs dropping. A drop-off in listening 
during blackouts is to be expected when 
nearly half the potential audience has its 
opportunity for listening interrupted. 
Greater interest in the show going on 
outside (how close the planes are, how 
the neighbors are cooperating, and the 
like) than in the radio programs inside 
has also reduced listening during black- 
outs. 

Blackouts and bombings have had 
their natural effect on listener tempera- 
ment. Light entertainment, for example, 
has suffered in popularity because of oc- 
casional incongruity with seriousness of 
war events. 

Listener Research in Great Britain.— 
Lacking the sales barometer as a guide to 
program popularity and such services 
as Crossley and Hooper, the BBC has 
maintained an elaborate checking sys- 
tem among listeners. Its Research De- 
partment conducts personal interviews 
with approximately 1,000 people a day 
to ascertain the amount of listening to 


respective programs and the extent to 
which each program is appreciated or 
liked. The former it calls its “barometer” 
—the latter its ‘‘thermometer.” 

Results of these surveys go each week 
to the program planners, who are guided 
by the public reactions. Of course, they 
never forget that by means of the radio 
they have one of the most powerful in- 
struments for molding public opinion, 
and they take great pains to insure that 
while the programs entertain the public 
they are at the same time “educating” 
the public. The question of how much 
the public should get of “what they 
want” as contrasted with “‘what they 
should have” is a bone of contention. 

Pre-war independent surveys of 25,000 
to 30,000 persons are no longer possible. 
Furthermore, present BBC listening 
data are confidential war information 
not available for publication. 

The Need for Greater Exchange of 
Anglo- American Radio Fare —An in- 
creasing amount of air time is being allo- 
cated to broadcasts for the entertain- 
ment of the American troops in Great 
Britain and Northern Ireland. These 
programs are, of course, listened to by 
the British public also, with the inevi- 
table result that Britain is getting a taste 
of American radio entertainment which 
hitherto had been non-existent. For ex- 
ample, for some time now the BBC has 
been broadcasting transcribed programs 
of the Jack Benny and Bob Hope shows 
with commercials omitted. These two 
programs have been extremely popular 
and show a high rating of listenership. 

Following these the Victory Parade 
and Victory Theatre are going to be used 
in England, as is “Command Perform- 
ance,’ a program broadcast weekly over 
American short wave. Another regular 
program which appears in England each 
Friday evening is one called “Let’s Get 
Acquainted,” a variety program of 
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prominent Americans in Britain. Some 
of these programs are also rebroadcast 
in the Empire services which reach 
Australia, India, New Zealand, and 
South Africa. 

Just as American films have set the 
pace for the British film industry and 
have had a marked influence on the 
standard of living in general, so all 
American radio programs being listened 
to on the BBC will influence British life 
and thought. Actually there is a great 
need to sell America to England. When 
I arrived here, I found the criticism of 
England very devastating. It may sur- 
prise you to know that the British are 
equally critical of America. In both 
cases, it is merely ignorance on the part 
of the average citizen. 

Cognizance of the need to build up an 
international relationship and _ under- 
standing between these two countries 
will help us to win the war. There is no 
better medium in the world for building 
that up than broadcasting British pro- 
grams in America and American pro- 
grams in Britain. 


II. CanapDIAN BROADCASTING IN 
THE WaR 


War Increases Set Purchases and Lis- 
tening Audiences —I\mmediately follow- 
ing the declaration of war, set ownership 
in Canada rose to unprecedented heights. 
We found that the boom in set pur- 
chases was due, first of all, to the declara- 
tion of war and to the desire for war news 
which brought up the radio listenership. 
We also found that the average set, 
which had previously been tuned in to 
get particular programs now was left 
tuned in all day to catch flashes of news. 
People went more to the radio for news, 
became interested in current programs, 
and continued listening after the crisis 
was over. The various crises, such as the 
declaration of war in 1939, the invasion 


of Norway, Dunkerque, the fall of 
France, and Pearl Harbor, shot up the 
listening index. It rose during each crisis 
then dropped down somewhat, but never 
returned to the original level. After three 
years, the people are used to war and are 
getting over the effects of the first few 
months of crises; but Canadian radio 
still records a net gain in overall listener- 
ship and individual high spots are still 
evident. For example, in various parts 
of the country the workers on warships 
have kept the listening index higher late 
in the evenings. Also gasoline rationing 
has kept people at home listening. 
Radio Budgets Boosted.—The possibili- 
ties of radio as a medium of expression 
for many years have been recognized 
only by the men in the radio industry 
itself. They have been trying to sell 
the business men on its commercial 
possibilities. A very good example of 
how the war has brought radio the recog- 
nition it needed may be found in the 
record of public campaigns. We had 
occasion in 1939, prior to the outbreak 
of war, to aid fifteen campaigns spon- 
sored by the Red Cross, Knights of 
Columbus, Big Brother Movement, and 
various other governmental and insti- 
tutional agencies. We found that out of 
the advertising appropriation, radio got 
about 8 per cent, the rest going to news- 
papers and magazines. The speakers’ 
committee actually had a larger appro- 
priation than radio although, where 
radio in one voice can reach thousands 
upon thousands of people, one speaker 
at a meeting can reach only a few hun- 
dred. Following the declaration of war, 
where a large number of people had to be 
reached in a hurry, radio got about s0 
per cent, with the remaining $0 per cent 
going to other mediums. 
If this war does nothing else, it is es- 
tablishing radio or giving radio certain 
recognition by force of circumstances. If 
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the war had not come about, the men at 
the head of these campaigns might have 
given radio 8 per cent year after year. 
Because of the emergency, radio’s share 
shot up to half the total appropriation. 

Censorship May Cut News Audiences. 
—Newscasts at the outbreak of the war 
registered a decided rise in popularity. 
The average number of newscasts almost 
doubled, so the audience for individual 
newscasts dropped; but the gross audi- 
ence increased. Just as soon as the Cana- 
dian government placed certain restric- 
tions on news, the newscast audiences 
dropped somewhat, and we found that 
in cities like Toronto, Ottawa, and Que- 
bec, within reach of American stations, 
listeners turned to the States—one thing 
that the Canadian government was not 
looking for. In the States there are also 
certain news restrictions, so that there 
probably is no great difference in the 
news Canada gets and the news you get. 
But the people in Canada are looking 
to the States for news with the feeling 
that they are going to get a little more 
than at home. 

There is a danger of over-censorship 
of the news. If the people lose confidence 
in newscasts, then newscasts as a medi- 
um for the government to influence the 
people is destroyed. There is a certain 
point at which the news should not be 
censored and the people in general seem 
to realize this. 

Propaganda Vehicles Must Provide En- 
tertainment.—Canada has various types 
of victory bonds which are equivalent 
to defense stamps and bonds in the U. S., 
and it had guest stars from Hollywood 
plus other outstanding men and women 
of the entertainment field on radio pro- 
grams to sell them. We found that these 
programs did an excellent job selling 
bonds and got a very high rating because 
they had entertainment with the sales- 
manship. Another group of programs 


was sponsored by some of the more con- 
servative elements in the government 
who had no particular desire to bring 
entertainment value. They were not in- 
terested in swing bands and such, but 
they evolved programs on highly patri- 
otic lines. The programs didn’t “take” 
at all, although they were scheduled at 
the best hours. The highest rating re- 
ceived by these programs was some- 
where around six or seven; the entertain- 
ment shows were getting around thirty. 
Whatever type of propaganda is used, 
it has to be done very subtly with enter- 
tainment added. 

War Trends in Programs.—What are 
people listening to as a result of the war? 
They are listening to the same programs 
as before the war. Jack Benny, Fibber 
McGee, Charlie McCarthy have top 
ratings; but they have not increased. 
Newscasts stepped out of line, as did 
two other groups—“Spook Shows” and 
sports broadcasts. 


“Spook shows,” as Jnuner Sanctum 


Mysteries and The Shadow, the type of 


show that has a touch of the macabre 
and takes people away from their homes, 
were found to have taken a tremendous 
upswing. This change can be attributed 
to the war. People want to hear some- 
thing a little unworldly, unreal. They 
want to escape. 

As to sports, the greatest radio audi- 
ence ever assembled in Canada gathered 
last March when the hockey finals took 
place in Toronto. They received a rating 
somewhere up toward forty, which is 
about the highest rating it is possible to 
get. 

In the United States you will also find 
that as a result of the war, sales of radio 


sets have gone up; but the expansion of 


demand will not mean very much, since 
both countries have restricted the manu- 
facture of sets. The sets in use will in- 
crease, probably reaching a new peak. 
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Use of the radio for distributing informa- 
tion in the emergency means after the 
war that American advertisers in Canada 
will recognize radio more and more as the 
medium of reaching large masses of 
people efficiently and effectively. 

In Britain there is a certain criticism 
of the American war efforts and in the 
States a certain criticism of the British 
war effort. In Canada there is little 
criticism of the United States and in the 
States little criticism of Canada. That is 
due in part to the fact that we have an 
interchange of radio programs, so that 
misunderstanding can be combatted. If 
the BBC were to study the American 
listening likes, and to broadcast to the 
American people, and if the Americans 
themselves were to broadcast similarly 
to Britain, criticism on both sides would 
be greatly alleviated. 


III. APPLICATION TO THE UNITED 
STATES 


Activities in Great Britain, Canada, 
and the United States during this war 
period will undoubtedly affect radio 
broadcasting, both immediately and 
after the war, according to Mr. Lehman. 

Britain has made radio an instrument 
of war service. American governmental 
officials have studied British methods, 
and undoubtedly there are some things 
which Britain has done by which our 
government can profit, so there will 
probably be a short-term effect on Amer- 
ican radio. This will have to do chiefly 
with war and government programs, and 
should have little or no effect on spon- 
sored programs. The experience Britain 
is having probably will have little long- 
term effect on American radio. Rather, 
through the closer association of the two 
countries, British radio broadcasting 
habits and methods are likely to be 
changed. 

Effect of Economic and Social Changes 


on Radio.—The problem of paying for 
the war and the social implications in- 
volved in this great struggle, will un- 
doubtedly have one major economic ef- 
fect on the people of all the United Na- 
tions. This is particularly true in Britain, 
but probably will be true to a great ex- 
tent in the United States. There will be 
fewer very rich people, and fewer very 
poor people. With pocketbooks more 
nearly alike, people will use the same 
types of escape and recreation. This 
should be a “natural” for radio, because 
radio is a mass medium. 

Effect of Technical Knowledge on Radio. 
—This is a war of specialists and tech- 
nicians. Hundreds of thousands of men 
will come back with technical training 
and interests in technical matters such 
as we have never experienced before. 
Along with the flood of new sets to be 
made available after the war by anti- 
inflationary war savings will then come 
a greater interest in the technical as- 
pects of radio braodcasting. This will 
mean a demand on the part of many 
listeners for better radio reception, for 
better reproduction of programs. With 
these trained men, we shall have the 
ability to develop the improvements. 
We can probably look forward to a boom 
in the whole technical end of radio, in- 
cluding FM and television. 

Programs.—People listen to programs. 
They have done so in the past and they 
will do so in the future, in spite of social, 
economic and technical changes. Pro- 
gramming in the United States is appar- 
ently well ahead of both Canada and 
Britain. The immediate effect of the war 
on programming will probably be a re- 
duction in the number of dollars spent 
for talent. There is, at present, a big 
premium on production ingenuity. This 
will continue and accelerate during the 
war. A study of network programming 
indicates that there is a great need for 
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new programs and new program ideas. 
Whether or not this challenge will be 
met remains to be seen. 

Because radio in America is primarily 
an entertainment or escape medium 
there is a great danger in having too 
much war in our radio programs, even 
though there may be a real need for 
making people more war conscious, 
and for developing a greater fighting 
spirit in the American people. I believe 
that this is particularly true among 
women and parents and possibly young 
people. 

The nature of the programs quickly 


resolves itself into how much money the 
advertiser has to spend. From a long- 
term point of view, the need for careful 
analysis of the public’s reaction to pro- 
gram content, the need to be thrifty, 
the great interest in the armed forces, in 
entertainment as a method of building 
morale will undoubtedly have a more 
marked effect on program tastes than 
the last war did on the legitimate theatre 
and the silent films. 

American radio after the war cannot 
be relatively very much greater than it 
is now, but there is every indication that 
it will be equally or more potent. 














EXPERIENCES OF A TRADE ASSOCIATION 
IN AN ANTITRUST SUIT 


CHARLES J. BRAND* 
The National Fertilizer Association, Washington 


Eprror’s Note: The following paper, based on an ad- 
dress made before the American Trade Association Execu- 
tives, presents some problems of antitrust legislation from 
a novel and informative point of view. 


LTHOUGH many agencies and bureaus 
A of the Federal Government find 
dealing with industries through well-es- 
tablished trade associations an effective 
and time-saving means of securing co- 
operation, associations must avoid 
stepping over the vague restrictions of 
the Sherman Antitrust Law, adminis- 
tered by the Antitrust Division of the 
Department of Justice. 

The experience of The National Fer- 
tilizer Association and members of the 
fertilizer industry will illustrate the 
dilemma of the trade association execu- 
tive. The National Fertilizer Association 
is one of the older associations, having 
been established in 1894. It has a mem- 
bership of something over 350 firms and 
has developed a full scope of service to 
its industry, including the dissemination 
of statistics, market research, trade- 
practice negotiations, government rela- 
tions, the development of uniform ac- 
counting methods, grade simplification, 
soil improvement, agronomic education, 
including production of full-color films, 
and public relations. There is little ques- 
tion that the Association’s efforts to re- 
duce waste, to simplify procedures, and 


* Mr. Brand is a charter member of the American 
Marketing Association and served as chairman of its 
Washington chapter during some of the earlier years. 
In 1913 he organized the Bureau of Markets of the 
U. S. Department of Agriculture, the first agency of its 
kind sponsored by any government, continuing as its 
chief until 1919. That Bureau was the parent unit from 
which the present Bureau of Agricultural Economics 


and the Agricultural Marketing Administration 
stemmed. 





to develop markets for the industry have 
been socially desirable; but it found it- 
self, nevertheless, in the throes of an 
antitrust suit. A brief history of this suit 
may be of interest to those active in 
marketing work, both in the theoretical 
and practical fields. 


How THE DEPARTMENT PROCEEDED 


On February 27, 1939, a group of five 
investigators, three of them from the 
Antitrust Division and two from the 
Federal Bureau of Investigation, ap- 
peared in the offices of The National 
Fertilizer Association in Washington. 
They stated that they were instructed 
to examine the records of the Associa- 
tion as a part of an inquiry into the fer- 
tilizer industry. The Department’s rep- 
resentatives asked whether access to our 
files would be granted voluntarily. I was 
absent at the time but my office imme- 
diately telephoned me and I instantly 
authorized complete access to all of our 
files except confidential figures relating 
to volume of business and amount of 
membership dues, and instructed my 
representatives to say that immediately 
upon my return I would discuss the 
question of access to the confidential 
material. Investigators spent a little 
more than two weeks examining the 
files of the Association. From among 
tens of thousands of documents exam- 
ined they took copies of about Ig inter- 
changes of letters. 

On the same day, at least 100 cor- 
porations in the industry were visited 
and presented with the same demands. 
Mr. Thurman Arnold has stated that 
more than 200 FBI and other men were 
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used in this Nation-wide investigation. 
While in our case the investigators took 
only a little over two weeks, business 
corporations’ records were subjected to 
investigation extending over a period of 
from a few days to five or six months. 
The investigators designated all docu- 
ments of which they desired copies, and 
such copies were made and furnished to 
them. 

So far as the Association is concerned, 
no additional action was taken by the 
Department until January 31, 1940, 
when a subpoena duces tecum was 
served upon me as custodian of the rec- 
ords and documents of the Association, 
requiring me to present practically all 
such records and documents before a 
specially impaneled grand jury at Win- 
ston-Salem, North Carolina, February 
16, 1940. 

In granting the investigators of the 
Department access to our records with- 
out subpoena, I took the position that a 
trade association is a quasi-public in- 
stitution, and that hence as a matter of 
public policy I should not resist the in- 
quiry. Later, in part for similar reasons, 
when the Special Assistant to the 
Attorney General in charge of the case 
asked me whether I would waive my im- 
munity and testify before the Grand 
Jury I considered the matter carefully, 
and despite advice to the contrary on the 
part of some of my legal advisers, I did 
waive immunity and testify. 


COVERAGE OF THE INVESTIGATION 


The fertilizer investigation may be 
divided roughly into four phases: sul- 
phur; potash; nitrogen; and mixed fer- 
tilizer, including superphosphate. I shall 
comment on all of them, speaking at 
greater length with respect to the mixed 
fertilizer phase because it is the one with 
which I am most familiar. 

Sulphur. Although the Department of 


Justice investigated the sulphur indus- 
try as a part of the fertilizer investiga- 
tion, it announced on March 20, 1940, 
that the public interest did not require 
a prosecution in the sulphur industry at 
that time. As a basis for this decision 
the Department announced that it had 
received letters from the two principal 
domestic sulphur companies, only one 
of which, however, customarily sells to 
the fertilizer industry. One company 
stated that no increase in the base price 
was contemplated, but that if the situa- 
tion changed so as to make price in- 
creases necessary a notice of intention 
to increase would be sent to the Depart- 
ment. The other company stated that it 
had no present intention of increasing 
prices for the purpose of realizing a 
greater return. 

The Department’s inquiry extended 
also to the operations of an agreement, 
made under authority of the Webb- 
Pomerene Act, as to the foreign market 
for sulphur. The Sulphur Export Cor- 
poration, owned by the two principal 
domestic producers, wrote the Depart- 
ment that because of war conditions the 
agreement had become inoperative and 
that it would inform the Department of 
any renewal of presently inoperative 
provisions or of the conclusion of any 
new agreement of similar character. 

Potash. On May 26, 1939, a grand jury 
in the Southern District of New York, 
after a session of nearly three months, 
returned an indictment against four 
companies producing and _ importing 
potash, the American Potash Institute 
(the potash trade association), and cer- 
tain of their executives. The indictment 
charged price-fixing, the formation of 
international cartels to effect a mono- 
poly and control the distribution of 
potash, domination of the potash mar- 
ket, and limiting of sales to “recognized” 
or “approved” buyers. 
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In this case, the Department of Jus- 
tice and the defendants requested the 
Department of Commerce to make an 
economic study of conditions in the 
potash industry and make a report. To 
the best of my knowledge, this is the 
only antitrust case in which this pro- 
cedure was followed, though it is my 
understanding that about this time the 
Department of Justice had it under con- 
sideration as a possibility for general 
procedure. 

The case was settled by a consent de- 
cree entered on May 21, 1940, and a dis- 
missal of the indictment. 

Nitrogen. On September 1, 1939, a 
grand jury in the Southern District of 
New York returned four indictments 
naming as defendants 11 companies and 
26 individuals engaged in the nitrogen 
industry. Generally the indictments 
charged (1) conspiracies to fix prices; 
(2) conspiracies to monopolize trade; 
and (3) restraints on export and import 
trade between the United States and 
Puerto Rico, Hawaii, and the Philippine 
Islands. 

Most of the indicted companies and 
individuals entered into a consent decree 
on May 29, 1941, and, as to them, the 
indictments were dismissed—the result 
being that no fines were imposed. One 
domestic and two affiliated foreign cor- 
porations and their indicted executives 
declined to enter into the consent decree. 
The indictment as to them is still out- 
standing but, because of numerous post- 
ponements, the case has never been 
brought to trial. 

Mixed Fertilizer. A grand jury—the 
third in the series—returned an indict- 
ment in the Middle District of North 
Carolina on February 10, 1941, naming 
as defendants two trade associations, 64 
mixed fertilizer companies, and 36 indi- 
viduals, scattered from the Great Lakes 
to the Gulf and from New England to 


California. The grand jury had been in 
session on a full-day basis for about one 
year. 

The indictment was in two counts— 
one charging a price-fixing conspiracy, 
and the other charging a conspiracy to 
suppress competition in mixed fertilizers 
and fertilizer materials. Virtually every 
function in the mixed fertilizer distribu- 
tion system was attacked in the indict- 
ment as being component parts of a_ 
nation-wide conspiracy. Some of the 
allegations related to: basing-point pric- 
ing, using compilations of freight rates, 
insufficient trucking allowances, ex- 
changing credit information, uniform 
contracts, onerous time price differen- 
tials, price leadership, artificial sales 
areas, exchanging of price lists, and uni- 
form quantity discounts. All were alleged 
to be involved in unlawful agreements. 

Activities of our Association specifi- 
cally attacked were our statistical work, 
cost accounting work, dealings with 
State and Federal bodies having regula- 
tory powers over some phases of the 
industry, and the work of the Association 
in connection with the Robinson-Patman 
Act. All these continuing activities were 
alleged tohave beencarried on for the pur- 
pose of effectuating the conspiracy. 

The other trade association indicted, 
The Superphosphate Association, was 
organized in Charleston, S. C., in 1931, 
and remained inactive until about June, 
1936, when, through amendments to its 
by-laws, it engaged in an open pricing 
plan. The indictment charged that these 
functions had been carried on with the 
“knowledge, acquiescence, and coopera- 
tion” of officers and agents of The Na- 
tional Fertilizer Association. The Na- 
tional Fertilizer Association had abso- 
lutely nothing to do with the formation 
or operation of that Association, and I, 
as the executive officer, did not even 
know of its existence until about Janu- 
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ary, 1938—18 months after it began its 
open pricing plan. Even to this day I 
have nothing but a hearsay knowledge of 
its operations. 

I am trying, by using a single associa- 
tion’s experience, to indicate the pro- 
cedures and problems that confront an 
organization involved in an antitrust 
suit. Investigations by the Federal Bu- 
reau of Investigation and the Antitrust 
Division, service of subpoenas, wide- 
spread calling of witnesses, and appear- 
ance before the grand jury are only the 
beginning. 

Attorneys representing some of our 
corporate defendants contended that the 
grand jury which returned the indict- 
ment on February 10, 1941, was not 
legally in existence on that day. Conse- 
quently, a number of defendants filed 
pleas in abatement. These pleas were 
overruled. I have already mentioned the 
extraordinary coverage of the subpoena 
duces tecum served upon our industry. 
An unsuccessful effort was made to quash 
the subpoena. The next action was to 
move to quash the indictment on the 
ground of duplicity, that is, charging two 
or more offenses in the same count. The 
motion was overruled. 

Then came arraignment in court on 
May 12, 1941. Judge Johnson J. Hayes, 
considerately permitted pleas to the in- 
dictment to be entered through counsel, 
obviating the necessity for nearly 100 
defendants, including corporate officials 
and individuals, to appear in court. 

On the arraignment date, a nol-pros 
was entered by the Department of Jus- 
tice as to two defendants. The Super- 
phosphate Association group of 23 de- 
fendants, consisting of that Association, 
its member companies, and individuals 
connected with the Association or its 
member companies, entered pleas of 
“nolo contendere.” The remaining 77 
defendants entered pleas of “not guilty.” 


ORGANIZATION OF THE DEFENSE 


An antitrust case involving a great 
number of defendants scattered through- 
out the Nation requires that the de- 
fendants and their attorneys coordinate 
their work in preparation for trial. This 
was especially necessary in our case, not 
only because of the number of defend- 
ants, but also because of the volume of 
records involved. Literally tons of rec- 
ords covering a ten-year period were 
called for by subpoena and sent to the 
Court for examination. Early in the pro- 
ceedings Judge Hayes stated that the 
Court would not tolerate any criticism 
of the defendants on account of their 
conferring together in the preparation of 
their defense, nor would he permit any 
reference to such conference to be made 
before the jury in the trial of the case. 

The defendants set up a Defendants’ 
Advisory Committee consisting of seven 
industry executives, two each repre- 
senting the large, medium, and small 
sized companies, with myself represent- 
ing the industry at large. All the work as 
to coordination was carried on under the 
supervision of the committee. An attor- 
ney with antitrust experience was em- 
ployed as the Coordinator, and five other 
attorneys—two from the Association’s 
staff—with clerical assistants, were ap- 
pointed as members of his staff. Office 
space was obtained in Baltimore. 

The Court entered an order requiring 
the Government to return to the de- 
fendants all records which had not been 
examined by the grand jury and im- 
pounding the examined records in the 
custody of the Clerk of the Court. The 
order permitted the defendants or any- 
one authorized by them to examine and 
make copies of any and all impounded 
documents. Also the Court, with some 
limitations, lifted the oath of secrecy 
that had been imposed upon witnesses 
who appeared before the grand jury and 
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permitted the defendants to interview 
them. 

The Coordinator’s staff examined all 
the impounded records—approximately 
55 file-drawers full. Over 17,000 sheets 
were selected by them and sent to New 
York for photostating. Copies of other 
documents were supplied to the Coor- 
dinator by defendant companies. A list 
of approximately 350 persons who ap- 
peared before the grand jury was ob- 
tained from the Court records and, 
through the Coordinator and the Com- 
mittee, assignments were made to de- 
fendant companies and their counsel to 
interview those witnesses, pursuant to 
the Court’s permissive order. All this 
work, examining witnesses and records, 
was done in an honest effort to deter- 
mine what the Government was relying 
on to prove the existence of the alleged 
nation-wide conspiracy. 

Pending the date set for trial, March 
16, 1942, negotiations looking to a set- 
tlement of the case without trial were 
conducted by representatives of the de- 
fendants who pleaded “not guilty” and 
representatives of the Department of 
Justice. The possibility of settlement 
through a consent decree and the entry 
of pleas of “nolo contendere” was dis- 
cussed, but, as the Department did not 
finally insist upon such a decree, it was 
abandoned. Diversity of interests among 
so many defendants scattered through- 
out the country, operating under differ- 
ent conditions, by different methods, and 
with different problems, made agreement 
upon terms of a consent decree impossi- 
ble. An arrangement was made whereby 
(1) any defendant, regardless of the 
course followed by others, might enter 
a plea of “‘nolo contendere,” which would 
be consented to by the Department; (2) 
the Department would recommend to 
the Court the amount of the fine to be 
imposed upon each defendant entering 


such a plea; and (3) any defendant en- 
tering such a plea might assent to the 
Department’s recommendation as to the 
fine to be imposed upon him, or might 
decline to do so; in either event, of 
course, the amount of the fine would be 
determined by the Court. 


PROCEEDINGS IN CouRT 


When court convened on March 16, 
the Government nol-prossed the case as 
to several of the defendants who had 
pleaded “‘not guilty.” The others with- 
drew their pleas of “not guilty” and 
entered pleas of “nolo contendere.” 

Defense attorneys pointed out to the 
Court that defendants did not enter the 
pleas of “nolo contendere” out of any 
sense of guilt but largely to avoid the ex- 
pense that would be involved in a trial 
and because of war emergency conditions 
and demands upon their time and ener- 
gies. Judge Hayes commended the attor- 
neys on both sides for reaching a solution 
of the case that did not involve a long 
and expensive trial. In fact he had sug- 
gested several weeks earlier to Govern- 
ment and defense counsel the desirability 
of entering a plea and dispensing with 
from six to twelve months’ trial. Al- 
though through the entry of nolo con- 
tendere pleas the necessity for trial had 
disappeared, Judge Hayes nevertheless 
carefully and conscientiously took tes- 
timony to give him information about 
business operations in the industry and 
the issues involved in the case, as a 
guide in connection with the imposition 
of fines. 

This hearing lasted over a week. Some 
twelve or fifteen witnesses testified. At 
the suggestion of government counsel, 
although I was a defendant, I took the 
stand, and my testimony consumed parts 
of three days. Conclusion of the tes- 
timony was followed by arguments for 
both sides, and judgment was rendered 
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on the 24th. In some instances fines 
imposed by the Court were higher than 
those recommended by government 
counsel; in others, lower and in still 
others, the same. Fines aggregated ap- 
proximately $260,000, ranging from $500 
to $9,000 for corporations, and from $2 
to $4,000 for individuals. 

No fine was imposed on me personally 
the Court suspending judgment as to me 
in a statement which was highly gratify- 
ing. I am sorry to say, however, that a 
fine was imposed on the Association, 
Judge Hayes saying that he was “‘com- 
pelled to assume that The National Fer- 
tilizer Association has been used by its 
members in such a way as to produce the 
results of fixing prices and suppressing 
competition.” 

In comments made after the evidence 
was completed, Judge Hayes said, with 
frankness and fairness, that “the de- 
fendants at least have my sympathy in 
one regard. When they go away from 
this Court they won’t know how to be- 
have themselves in the future; and I go 
away myself feeling somewhat dissatis- 
fied because I don’t know as much about 
it as I would like to know. If I were the 
attorney for these companies, I don’t 
know that I would feel safe in advising 
them how to travel in the future so as 
to avoid being roped in in another drag- 
net of conspiracy. Take any group of two 
or three hundred people engaged in any 
kind of commercial life now and charge 
them all up together with doing things— 
well, it is just a difficult situation.” 


WuatT THE DEPARTMENT WANTED 


Although the Department of Justice 
did not finally insist upon a consent 
decree as part of the settlement of the 
suit, a representative of the Department 
stated to the Court that in the discus- 
sions with representatives of defendants 
relative to such a decree, the Depart- 


ment was particularly interested in four 
phases of the fertilizer industry. As some 
of them are of general interest, I list 
them briefly: 

1. They felt that the activities of 
the Superphosphate Association group 
should be enjoined, and understood that 
that Association had gone out of exist- 
ence. 

2. They “felt that some adjustment 
was necessary in connection with the so- 
called producer-agency contracts which 
permitted the producer in effect to fix 
resale prices.” 

3. They “thought some adjustment 
was necessary in the method of deter- 
mining freight under the so-called port 
basing point system. A part of the 
freight under this system is phantom 
freight and paid by all who purchase 
fertilizer in a particular area, regardless 
of distance located from the port.” 

4. They “felt that something should 
be done to eliminate the arbitrary and 
artificial zoning system that existed in 
the industry.” 

Shortly before adjournment of the 
Court, the question was raised as to 
whether the “nolo contendere” plea en- 
tered by a defendant in this suit could be 
used as prima facie evidence in any 
triple-damage suit that might be brought 
against such defendant under the Clay- 
ton Act. In the course of this discussion, 
one of the government’s attorneys said: 


“T think the law is clear that a nolo con- 
tendere plea does not constitute prima facie 
evidence of guilt in a damage suit at private 
hands.” 

Judge Hayes said: 

“T don’t know what others might do, but 
as far as my part of it was concerned, I would 
not hold that what has happened here is any 
conviction or admission of guilt. If a party 
wanted to maintain his civil action, I would 
require him to offer his proof. A plea of nolo 
contendere is not an admission of guilt and it 
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has been so held by our court. In this juris- 
diction there wouldn’t be any doubt in my 
mind about the fact that the effect of this 
plea is that it would not dispense with the 
necessity of adducing proof.” 


CONCLUSION 


I conclude with two or three general 
observations that may be of interest. 

It is not unlikely that the total cost to 
the Government of the mixed fertilizer 
case was in excess of $200,000. That may 
be regarded as a conservative estimate 
when we realize that at times over 200 
skilled and professional employees were 
assigned to the case; a staff of about 
seven Antitrust Division attorneys de- 
voted the greater part of three years to 
the case; and more than 350 witnesses 
were subpoenaed to appear before the 
grand jury. I have not sufficient informa- 
tion even to make a guess as to the cost 
of the sulphur, potash, and nitrogen 
phases. 

I have referred to the sweeping scope 
of the subpoena duces tecum used in the 
course of the investigation. While mo- 
tions to quash the subpoena were 
denied, Judge Hayes, in indicating near 
the close of the hearing an intention to 
impound the transcript of the grand 
jury proceedings with the Clerk of the 
Court, said: 


“The subpoena was the most sweeping 
subpoena I believe that I have ever seen, al- 
though there are many that I have not seen, 
and it was urged upon the Court that its pur- 
pose in making such a broad subpoena was 


not to discover whether the law had been 
violated but to determine the economic set- 
up of the industry, with a view of obtaining 
information which would be helpful to the 
Government engaging as a competitor with 
fertilizer companies in the industry, and for 
the purpose of conducting their govern- 
mental functions and possibly as a basis for 
further legislation in the matter.” 


He then went on to say that articles 
by Federal officials which had appeared 
in a law journal had a tendency to sup- 
port defense counsel’s apprehensions; 
and that at one time he was on the point 
of quashing the subpoena and that it 
barely survived the attack made on it 
in the Circuit Court of Appeals. 

The whole investigation has served to 
emphasize my long-held and constant 
conviction, which I have translated into 
practice, that it is imperative for trade 
association executives to maintain as 
regular staff members competent attor- 
neys to advise them with respect to all 
laws which might affect trade associa- 
tion activities. Experience with my own 
staff has demonstrated that, in connec- 
tion with and supplementing the han- 
dling of legal and quasi-legal phases of 
Association work, legal training is a very 
valuable preparation for the analytical 
thinking that bulks so large in the han- 
dling of trade association problems. Par- 
ticularly under war conditions, with each 
new day bringing new problems of Gov- 
ernment regulation and control of busi- 
ness, is the need of association staff 
attorneys urgent. 








ADVERTISING AND THE SALE OF NOVELS 


JOEL V. BERREMAN 
Stanford University 


Eprror’s Note: Mr. Berreman here investigates some 
aspects of a little-explored area of marketing. 


| 


EORGE H. DORAN, looking back on a 

lifetime of varied and successful 
publishing, remarked, “The great pro- 
fession of publishing has measurably 
degenerated into a business of mass 
production where each highly enterpris- 
ing publisher of the new era seeks by 
advertising and other ultra-modern 
methods to out-yell his contemporaries 
of this new dispensation.” 

The book industry in this new role has 
certain characteristics which create for 
it a unique marketing problem. Com- 
petitive organization, a limited and un- 
stable market, a product which changes 
every season and defies standardization, 
and over-production in relation to the 
effective demand, are among the prob- 
lems which confront the publisher. In 
addition to this, the industry seeks to 
satisfy a public taste, thought to be 
wholly unpredictable. 

A glance at the output and average 
sale per title of the book industry will 
illustrate the problem of over-produc- 
tion. In 1935 there were 215 publishing 
houses in the United States which put 
out five or more books each. Together 
they placed on the market 6,914 new 
titles and 1,852 new editions. Of these, 
1,362 titles were new fiction. 

That these figures represent a waste- 
ful over-production of new titles which 
is injurious to the industry is suggested 
by the small number of copies of most of 
them sold. Of a sample list from the 
same year the average sale per title was 
5,523 copies, the median sale was only 
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2,500 copies, and 32 per cent of the books 
sold less than 1,500 copies each. 

Since, according to publishers’ esti- 
mates, a book does not begin to yield a 
profit until its sales pass the four or five 
thousand mark, the above figures dem- 
onstrate that a large proportion of the 
fiction published contributes nothing to 
the financial success of the publisher. In 
fact, it is generally recognized in the 
book industry that good sellers have to 
carry the poor ones, and profits depend 
upon the appearance of the occasional 
best seller. Accordingly publishers incur 
a great deal of expense in attempts not 
only to select appropriate books for pub- 
lication but also to promote their books 


and secure for them long and favorable 
reviews. 

Under such circumstances it is vital 
to the industry that the value of pro- 
motional and other methods of stabiliz- 
ing demand, or of predicting and produc- 


ing the profitable “best sellers,” be 
appraised. The problem to which this 
paper is addressed is the determination 
of the extent to which advertising is 


capable of producing best sellers in the 
field of fiction. 


II 


It is generally believed in the book 
industry that advertising alone cannot 
sell books. Publishers claim that they 
advertise their wares for three reasons: 
(1) To keep authors contented by con- 
vincing them that their books are being 
duly pushed. (2) To convince book 
dealers that the titles they have stocked 
are being supported fully by the pub- 
lisher. (3) To boost the sales of a book 
that is already selling, serving rather to 





THE JOURNAL OF MARKETING 


235 





reinforce than to create or initiate sales 
popularity.’ 

This scepticism regarding the effec- 
tiveness of book advertising has been 
based largely upon the practical experi- 
ences of publishers and others in the 
industry. Anyone acquainted with the 
marketing of books can cite striking 
examples in which extensive and well 
planned promotion has failed to produce 
commensurate sales success. 

One determined publisher in England 
is reported to have spent 2,500 pounds 
to advertise a book of which he sold only 
40,000 copies at a gross price of 2,800 
pounds. Stanley Unwin at one time gave 
a dissatisfied author the privilege of 
doing all the advertising and hiring all 
the agencies he liked under an agree- 
ment that the publisher would pay all 
the cost if gross receipts from sales ex- 
ceeded two-thirds of the money spent 
on advertising. The offer was accepted, 
but the proceeds were less than half the 
advertising cost.? 

A more recent example was the spec- 
tacular failure of the 1938 Hervey Allen 
book, Action at Aquila. It received early 
and extensive promotion by the use of 
every selling device known to the in- 
dustry. Because of this and the spectacu- 
lar success of the author’s previous 
Anthony Adverse, it was stocked heavily 
by book stores. A month before publica- 
tion it claimed advance orders of 75,000 
copies. This figure soon rose to 80,000, 
and the publisher printed over 100,000 
copies. But after an initial sale of per- 
haps 45,000 to the ultimate consumer, 
the book almost completely stopped 
moving. Such a lesson is not soon for- 
gotten by either book sellers or pub- 
lishers who were left with large unsold 
surpluses. 


* Stanley Unwin, The Truth About Publishing, p. 228. 
? Unwin, pp. 229-230. 


On the other hand, instances can be 
cited where books, even those by quite 
unknown authors, have achieved out- 
standing sales with almost no prior 
advertising. 

In the literature of the trade such 
cases bulk large, and they have led to the 
conclusion that it is impossible to sell 
books by advertising. To the scientist, 
however, this evidence is inconclusive. It 
is based essentially upon the “‘anecdotal”’ 
method, long since abandoned by science 
because it tends to focus attention upon, 
and draw conclusions from, the unique 
and the exceptional rather than the more 
significant rule. It is to overcome this 
difficulty that an attempt has been made 
here to apply statistical methods to the 
problem. 


III 


The data used in this study consist of 
sales and advertising figures on 234 
books selected from publishers’ lists be- 
tween 1933 and 1938. 

This number included three major 
sample groups of importance to the 
present study. Eighty-three titles were 
selected at random from the 1935 spring 
fiction lists of the 22 publishers who were 
willing to co-operate. For most of these 
titles monthly sales totals and monthly 
advertising expense were obtained from 
the publishers. Fifty-eight titles were 
likewise selected from the spring fiction 
of 1938, and their sales were checked 
weekly in 5 outlets in a local trade area. 
Fifty titles of outstanding best-sellers in 
fiction were selected from the period of 
1935-38. On the last group it was im- 
possible to obtain data from publishers, 
so that advertising had to be determined 
by direct measurement of that appearing 
in a representative sample of advertising 
media, and sales had to be determined 
from best seller reports in the New York 
Herald Tribune Books and Publishers 
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Weekly. A method of scoring these re- 
ports was devised; the results corre- 
lated highly with sales figures furnished 
by publishers themselves on a sample 
group, and the sample of advertising 
media measured also correlated well with 
publishers’ data. 

With these data it was possible to 
determine the statistical relationship be- 
tween amount of advertising and num- 
ber of copies sold by the method of corre- 
lation. This correlation was found to be 
both high and reliable. From the 1935 
sample a product moment coefficient of 
correlation of .79+.03 was obtained be- 
tween total amount spent for advertising 
and total sales. Coefficients of .93, .67, 
and .77 were obtained when other sample 
lists were treated in the same manner. 
Thus, a close relationship exists between 
those two variables. But the nature of 
this relationship can not be determined 
without further analysis. Before it can be 
inferred that advertising causes sales, or 
that sales can be predicted on the basis 
of advertising, it is necessary to know 
the time relationship between the two. If 
advertising follows sales success it ob- 
viously cannot be construed as a cause 
of that success. 

The following table will show that the 
sales and advertising of books, both best 
sellers and those of low average sales, are 
very closely coordinated in time. 

But the cause and effect relationship 
is not yet apparent. For further light on 
this point advertising on each book has 
been segregated into the following time 
categories: 


(1) Advance advertising, i.e. that appear- 
ing in published form a week or more 
prior to publication date of the book. 

(2) Advertising appearing the first month 
after publication. 

(3) Advertising after the first month. 


The correlation between the amount of 


TaBLeE I. DistriBuTION OF RETAIL SALES AND 
ADVERTISING BY WEEKs. Firry-THREE 
Books or 1938 List, Low anp 

AVERAGE SELLERS 








% of Advertising 
Appearing 


Weeks after 
Publication 


% of Copies 
Sold 





Pre-publication ° 
I to 4 weeks 56. 
5 to 8 weeks 19. 
g to 12 weeks II. 
After 12th week 12. 





Four Best Sellers, 1938 Sample List 





Pre-publication 1.5 
I to 4 weeks 16.7 
5 to 8 weeks Io. 

g to 12 weeks 10.6 
After 12th week 61.5 





advertising in each of these categories 


and total sales is shown in the table for 
both the average and low sellers of the 
1935 list, and for fifty best sellers drawn 
from a five year period. 


CoRRELATION BETWEEN ADVERTISEMENTS 
APPEARING AT VARIOUS TIME INTERVALS 
AND ToTAL SALE or Books 





1935 List Best Sellers 
Dn OF 6P. a ee 4 





Variables 





Advance _ advertise- 

ments and _ total 

sales we 04 

Advertisements first 

month and total 

sales 7 03 

Advertisements after 

first month and 

total sales 77-73 03 §0 .75 .04 





The first thing to be noted is the con- 
sistently high and reliable relationship 
between advertising and sales in respect 
to the 1935 list of low and average sellers. 
Since advertising in advance cannot be 
interpreted as resulting from sales, the 
correlation here clearly implies that such 
advertising is either predictive or causa- 
tive of subsequent success of books in 
this group. The meaning of this correla- 
tion will be clarified by a glance at the 
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quartile distribution chart shown below. 


ProBABILITy CHART, SALES AND ADVANCED 
ADVERTISING BASED ON 83 CASES 
OF 1935 Books 








Amount of pram 


Aivertising Sales Totals (Copies) 





1200- 
2499 


2500- 6000- 
5999 up 


15% 
44% 
20% 


13% 


O-1199 





75% 
23% 


ie) 
13% 


$120 up (4th quartile) 5% 5% 
$so-$119 (3rd quartile) o 33% 
$20-$49 (2nd quartile) 277 53% 


fo-$19 (1st quartile) 47% 27% 





Stated in terms of probability, this 
means that if a book has received, up to 
a week before publication date, a total 
of $120 or more of advertising (in the 
sample media) there is a three to one 
chance that it will reach an ultimate sale 
of over 6,000 copies; whereas if it has 
received in the same time less than $20 
in advertising, it has only a little less 
than an even chance of reaching a sale 
of 1,200 copies. Since a sale of 2,500 
copies is close to the average sale of all 
fiction in this sample, it may be said that 
books advertised as much as $120 in 
advance have nine chances to one of 
selling above average, whereas those 
receiving less than $20 have only one 
chance in four of exceeding the average. 
It seems that this represents roughly the 
publisher’s prediction of the probable 
success of a book. Since 6,000 copies or 
over is a profitable sale under present 
publishing conditions, a publisher could 
assure himself a profitable sale on 75% 
of his titles by simply eliminating those 
on which he is unwilling to risk $120 in 
advance advertising.’ Thus, in this class 
of low and average sellers, those which 

* It should be recognized that this is only a sample of 
advertising and does not include other promotional ex- 
pense. It should be interpreted in a relative rather than 
an absolute sense, say as the least advance advertising 


accorded a book among the 25% receiving the greatest 
amount. 


receive the most early advertising can 
generally be counted upon to have su- 
perior sales. 

A further fact of importance is re- 
vealed by a comparison of the amount of 
advance advertising received by the 
1935 sample and the best-seller lists. The 
range of variation in advance advertis- 
ing among the 1935 volumes is much 
narrower than that among the best 
sellers, and the amount was generally 
less. Almost 80% of the best sellers 
received more advance advertising than 
75% of the 1935 list, and fully half of the 
best sellers received more than any book 
in the lower selling sample. Were the 
two samples thrown together on a single 
probability chart most best sellers would 
therefore fall in the highest category in 
respect to advance advertising. This 
simply means that most books which 
later become best sellers have had the 
advantage of superior advance advertis- 
ing. The complete surprise successes are 
therefore not the rule. 

Again with reference to the correla- 
tions above, one may note that the fifty 
books in the list of best sellers show no 
significant correlation between sales and 
any category of advertising except late 
advertising, that appearing after their 
first month. With probable errors of .og 
these r’s would have to exceed .36 to 
be statistically significant. This fact 
strongly suggests that the bulk of adver- 
tising of best sellers accompanies or fol- 
lows sales rather than precedes them, and 
it is impossible to predict from advertis- 
ing, even a month after publication date, 
the relative success which best selling 
novels will achieve. 


IV 


The evidence thus far presented indi- 
cates that the probable sale of poor and 
average sellers can be predicted with 
some accuracy from advance and early 
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advertising; that it is possible to predict 
with somewhat better than chance ac- 
curacy which books will become good or 
high sellers, but that it is impossible to 
predict (or apparently to control) on the 
basis of advertising the wide variability 
in sales which occur among books that 
sell from 10,000 to a million copies and 
comprise the highly profitable best- 
sellers. 

The relationship between advertising 
and sales of best sellers seems therefore 
to be a reciprocal one. Whereas adver- 
tising may increase sales, or increase a 
book’s chances of success, it is clear that 
sales success results in increased adver- 
tising. From these facts, and a study of 
weekly advertising and sales of particu- 
lar books, the advertising policy of most 
publishers may be stated somewhat as 
follows: 

On the basis of their judgment of a 
book’s sales possibilities, publishers as- 
sign an initial amount for promotion and 
advertising. If early response from deal- 
ers and reviewers is favorable, this may 
be increased. A little of this goes for 
advance publicity, but the bulk of it is 
spent during the first two or three weeks 
after publication date. Subsequent ad- 
vertising depends largely on the success 
of the book. If a book at once begins to 
sell, whether advertised much or not, the 
publisher becomes enthusiastic and be- 
gins another campaign. If a few months 
later it is still selling, another group of 
advertisements appear. This intermit- 
tent and irregular advertising will con- 
tinue as long as the book continues to 
sell. Thus initial advertising precedes but 
subsequent advertising follows and de- 
pends on sales success. Thus a close 
reciprocal relation exists between adver- 
tising and book sales. 

It is evident, however, that advertis- 
ing cannot be properly considered alone 
as a causative factor in book sales. The 


advertiser needs something to work on. 
Most advance promotion is given to 
books which the publisher believes he 
can sell. Name prestige of an author, 
selection by a book club, special time- 
liness of a book, or its appeal to what the 
publisher believes to be the interests of 
a large public, not to mention extensive 
and favorable reviewing, generally also 
characterize a book which is heavily 
promoted. Several of these factors are 
almost always present in the total situa- 
tion out of which best sellers emerge. 

An examination of specific cases of 
surprise successes which are often cited as 
evidence of the essentially unpredictable 
nature of best sellerdom reveals that 
most of them possess a number of these 
advantages. Anthony Adverse, hailed as 
one of the great surprises of the past 
decade, received an unusual amount of 
pre-publication advertising, occasioned 
in part by a postponement in its publica- 
tion date and its selection by the Book 
of the Month Club. The club selection 
itself is almost a guarantee of superior 
sales. It received reviewing 25 per cent 
in excess of the average for club selec- 
tions and two and a half times as exten- 
sive as the average for the 1935 un- 
selected list. 

The now famous Gone With the Wind, 
though a first novel, also received an 
unusual amount of early publicity. This 
was followed by more advertising in its 
first month than any other book in the 
entire five-year period, and by reviewing 
exceeded by only one. It, too, was a 
selection of the Book of the Month Club, 
and after its first ten months its author 
was awarded the Pulitzer prize. Thus, 
while these cases stand out as the most 
spectacular among surprise successes, 
they by no means achieved that success 
unaided or unheralded Many other 
books of outstanding success have the 
advantage of a well-known author 
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Books which do not enjoy a number of 
such special advantages furnish an al- 
most negligible proportion of best sellers. 


V 


Although the data of this paper do not 
furnish a final answer to the question of 
whether advertising causes sales, they 
furnish enough evidence to justify some 
tentative conclusions on the point. 

(1) It may first be concluded that 
early (i.e. advance and pre-publication) 
advertising along with other factors 
which generally accompany it, in large 
part determine the initial sale of a book. 
Since the initial sale of four to six weeks 
is a very large part of the total sale of 
most books, those which do not become 
best sellers show a total sale proportional 
to the amount of such early advertising. 
The high correlation between early ad- 
vertising and total sales is evidence for 
this conclusion. It may be that the ad- 
vance publicity persuades the dealers 
that the publisher has confidence in par- 
ticular books and intends to push them 
heavily. If the dealer stocks a book he 
will make every effort to dispose of 
his stock. At the same time the early 
publicity brings the book to the atten- 
tion of especially interested persons, 
those who make up the author public or 
other interest group to which the book 
may be expected to appeal on the basis 
of its promise of personal satisfactions. 

(2) The greater the amount of pre- 
publication advertising a book receives 
the greater the chance that it will be- 
come a best seller. This early advertising 
is largely to the trade, and represents but 
a small cost, yet it bears as close a rela- 
tionship to outstanding sales success as 
does the much larger volume of adver- 
tising generally placed during the first 
month after publication. From this it 
appears that an increase in advertising 
at this point would increase the chances 








of such success with the least outlay of 
advertising funds. In many cases a hun- 
dred dollars or so might even be drawn 
from the post-publication appropriation. 
While lowering that larger fund very 
little proportionately, it would often 
more than double the pre-publication 
outlay, and thus greatly enhance the 
prospects of outstanding sales. If the 
first conclusion above is correct such an 
increase in advance advertising to the 
trade would also tend to increase sales 
of all books, whether they become best 
sellers or not. 

(3) Although the situation which in- 
cludes large initial advertising and pub- 
licity appears to be favorable to the 
emergence of best sellers, no criteria have 
yet been found by which the relative 
sales of best selling novels can be pre- 
dicted or accounted for. This conclusion 
emerges from the fact that although 
large early advertising is followed in a 
majority of cases by superior sales, the 
wide variation in the total sales of differ- 
ent best sellers shows no significant cor- 
relation with the amount of early adver- 
tising. 

(4) Finally, it is evident that adver- 
tising which appears after the first 
month is in large part the resu/t of early 
sales success. Whether it causes further 
success in some cases cannot be deter- 
mined from the present data. Many 
persons in the book industry believe it 
does. The reliable correlation between 
late advertising and the sale of best 
sellers could result, however, either from 
sales resulting from advertising, or from 
advertising resulting from sales. 


VI 
The phenomena of _best-sellerdom 
would appear to fall in the realm of social 
behavior characterized by fads, fashions, 


and related processes. The sale of a 
book depends heavily upon the prestige 
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which attaches to the book and inciden- 
tally to the person who has read or can 
talk about it. Successful sales may accrue 
from any factor or combination of fac- 
tors capable of bestowing upon a book 
and its reader the requisite prestige or 
attention-getting power. One of these 
factors appears to be an extensive and 
unusual advertising and promotional 
campaign. Others are selection by a book 
club, a literary prize, extensive and 
favorable reviews, recommendation by 
some person of prominence, the reputa- 
tion of an author based on prior success, 
or any combination of these factors. 
Moreover, success is cumulative. Once 
a book begins to sell it receives added 
publicity and the prestige that success 
itself affords. When by virtue of such 
factors as these a book gets to be widely 
talked about, when it becomes the thing 
to do to read it or have it on the table, 
when the person who has not read it feels 
it necessary to apologize for the fact, 
then the book is on its way to become a 
best seller. 

It does not appear that any one of the 
prestige giving factors is indispensable to 
achieve this result. Neither does it seem 
thac these favorable factors affect sales 
as wholly independent causes, but rather 
as parts of a total favorable situation 
from which best sellers generally emerge. 
Advertising, however, generally accom- 


panies any favorable combination of 
factors, since they lead the publisher to 
hope for successful sales and induce him 
to place the advertising. 

It is not inconceivable that a single 
factor such as advertising alone might 
give a book sufficient prestige to make it 
sell, but it would have to be so extrava- 
gant or unique as to make the book stand 
out conspicuously among the season’s 
other offerings. This has in some cases 
been done, but not always profitably. 
That best sellers could be indefinitely 
created at will by advertising seems 
quite out of the question. Publicity 
methods may be expected to lose their 
attention-getting or prestige value just 
in proportion to the frequency with 
which they are employed. In the midst 
of a bedlam of extravagant promotion 
schemes it is next to impossible to attract 
much attention by further extrava- 
gances. When many competitors pro- 
mote their respective lists with equal 
gusto they tend to cancel each other out, 
especially when the market is limited as 
is the market for books. Though adver- 
tising in the book field may perform 
some informative function, it seems 
doubtful whether it alone retains much 
prestige-giving power, and if indefi- 
nitely increased in amount it may be ex- 
pected to produce rapidly diminishing 
returns. 
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GRADE LABELING FOR CANNED FRUITS 


AND VEGETABLES 


F. H. MOSSMAN 
Albion College 


Eprror’s Note: Mr. Mossman’s description of some of 
the work done by the Federal Government with grade label- 
ing of canned foods will interest a good many students of 
marketing. 


HERE has been a great deal of con- 
, eeonenles in recent years over the 
relative merits of grade labeling as an 
aid in the marketing of canned fruits and 
vegetables. Misunderstanding of the 
grade labeling problem has arisen from 
three principal sources: first, a misunder- 
standing of this particular program of 
the Agricultural Marketing Service; 
second, the lack of concrete evidence 
based on a thorough statistical investiga- 
tion to prove or disprove a given hy- 
pothesis; and, third, opposition of groups 
to the entire idea of federal grades, based 
on a sincere belief that other methods of 
labeling are inherently superior to this 
method. In this article the author at- 
tempts to clarify certain of these mis- 
understandings. 


LEGISLATIVE PROVISIONS FOR 
GRADE LABELING 


The initial provision for a federal 
grading service for canned fruits and 
vegetables was made in the appropria- 
tions act of 1932. Since that time a 
Processed Foods, Standardization, and 
Inspection Service has been functioning 
with Paul M. Williams as its adminis- 
trator. The Service offers to investigate 
and certify ‘‘to shippers and other inter- 
ested parties the class, quality, and con- 
dition” of fruits and vegetables “when 
offered for interstate shipment or when 
received at such important central mar- 
kets as the Secretary of Agriculture may 
from time to time designate... .”” 


There are two phases of the program 
which should arouse the interests of 
marketing students: first, the tests made 
of individual shipments of canned fruits 
and vegetables; and, second, the pro- 
visions for continuous factory inspection. 

(a) Individual shipments—An applica- 
tion for grading service may be made by 
any person having a financial interest in 
the product. This application may be 
made at any one of the 44 field offices of 
the Service but official grading is done 
in 16 of these cities.? The official graders 
then pass upon the “particular quality 
or condition concerning which inspection 
or grading is requested.’”* The certifica- 
tion may be for a number of factors or for 
any single characteristic which the appli- 
cant wishes examined. The examination 
is complete after the random sample has 
been checked. A re-check may be made 
within thirty days of the original in- 
spection.* 

The fees charged to applicants are 
intended to reimburse the federal gov- 
ernment for any expenses incurred in 
connection with inspection _ service. 
When samples are drawn by official 
graders the fee is $3 and an additional 
fee of $1 for each two hundred cases in 
excess of six hundred. When the samples 
are drawn by licensed samplers or fed- 
eral-state inspectors, the charges are 
sixty per cent of the above, in addition to 
the grading fee paid the official grader. 





1 Rules and Regulations (as amended) of the Secretary of 
Agriculture Concerning the Grading and Certification of 
Canned Fruits and Vegetables, U.S.D.A., November, 
1939. 

2 Tbid., p. 3. 

3 Tbid., p. 3. 

* Tbid., p. 4. 
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(b) Continuous factory inspection—A 
feature of the inspection service which 
is sometimes overlooked by marketing 
students is the provision for continuous 
factory inspection. Application for in- 
spection ‘““may be made... for one or 
more cars, lot or lots, sample or samples 
of canned fruits and vegetables, or may 
be a blanket application for grading of 
all designated cars, lots, or samples of 
canned fruits and vegetables within a 
given period, or within a given ware- 
house, store, or other place.”® Charges 
for such services may be made on a con- 
tract basis, sufficient to reimburse the 
government for its expenditures con- 
nected with such services. 

This proviso for continuous factory 
inspection permits the Service to extend 
the uses of ““U. S. Grade A,” “U. S. 
Grade B,” “U. S. Grade C,” or such 


other grades as may be necessary for use 
on the labels of packers who meet the 


standards promulgated for the various 
products. It was hoped that under the 
above provisions of the act more uniform 
standards of quality within the canned 
foods and vegetables industry would 
tend towards more uniform quality- 
designations. 

The procedure for continuous factory 
inspection is as follows. Application is 
made to the Inspection Service by a 
packer desirous of having such a service 
in his plant. After preliminary investiga- 
tion of the application, a qualified official 
of the Service visits the plant to see if 
the requisite conditions of cleanliness, 
quality of the product, and other re- 
quirements can be met by the packer.® 
If it is the judgment of the inspector that 


the packer meets the requirements, the © 


5 Tbid., pp. 3-4. 

6 The sanitation requirements usually include: an 
adequate supply of water for packing and cooling, ade- 
quate sewage disposal, screened work rooms, screened 
brine or syrup rooms, cleanliness of the workers, and 
adequate rest-room facilities. 


latter is certified and given permission to 
place the proper “U. S. Grade” on his 
labels with an additional “Packed under 
Continuous U. S. Factory Inspection.” 
An official inspector is then stationed at 
the factory whose duty it is to withdraw 
samples for official grading The charges 
made by the federal government are only 
those required to cover the expenses of 
the factory inspector, fees of the official 
grader, and an added percentage of 
charges to cover administrative over- 
head expenses of the Inspection Sery- 
ice. 

Certain initial difficulties were faced 
by the Service in making the provisions 
of the law effective. First, standards had 
to be established which were deemed 
equitable to both producers and con- 
sumers. The representatives of state 
agencies, producers’ organizations, can- 
ners, the Inspection Service, and other 
interested parties, devised tentative 
standards which were in operation by 
1938. 

A far more formidable difficulty has 
been the limited opposition of some 
members of the canning industry. The 
exact extent of the doubt is not known 
but at the 1940 meeting of the organiza- 
tion in Chicago, a committee was ap- 
pointed to investigate the advisability 
of adopting grade labeling within the 
industry. Perhaps this was due to fear of 
increased government supervision. 

Meanwhile, the Inspection Service has 
been receiving many requests for con- 
tinuous factory inspection and has been 
unable to certify all applicants to date 
due to difficulties of obtaining personnel. 


CoNnSUMER ACCEPTANCE OF 


“U. S. Grapes” 


Much has been written on whether or 
not the consumer would accept goods 
utilizing “U. S. Grade” labels in prefer- 
ence to standards established by the 
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packer or distributor. In an effort to 
determine the truth or falsity of such 
assertions the writer, working in con- 
junction with the Inspection Service and 
a national chain store organization, con- 
ducted a series of four retail tests in 17 
supermarkets in one of the larger cities. 
Supermarket outlets were used for two 
reasons—the large customer traffic at- 
tracted to each store and the possibility 
of obtaining a cross-section of income 
groups in different areas of the city. 

The four tests were conducted suc- 
cessively, each one extending over a two 
week period. In each test five stores were 
utilized. Different commodities were 
chosen for each test. In each period a 
nationally branded, canner standardized 
good was sold against a comparatively 
unknown brand (at least it was unknown 
to the particular market used) with a 
“U. S. Grade” label. This last was done 
for two reasons: first, at the time the 
tests were conducted there were no na- 
tionally branded goods available that 
were packed under continuous factory in- 
spection by the Inspection Service; and, 
second, the choice of a lesser known 
brand for the good with the “U. S. 
Grade” on its label eliminated the pos- 
sibility of brand advertising exerting an 
undue influence on the sale of this com- 
modity. 

During all tests the products were 
given prime locations in the stores and 
the conditions of sale were as nearly 
uniform as possible. No advertising was 
given either the private or the national 
brands with the exception of a small 
shield placed above the “U. S. Grade” 
labeled goods in each store. 

The following conclusions were ob- 
tained as a result of these tests: 


1. The privately graded commodities out- 
sold the government graded commodi- 
ties; 55% of total sales were in the 
former class and 45% were in the latter. 


a. Despite this conclusion it may also 
be said that the U. S. graded product 
seems to have been fairly well ac- 
cepted, especially when the condi- 
tions of the test are borne in mind. 

2. On the basis of total number of cans 
sold to each class, the greatest purchases 
were made by the wealthy, middle, and 
lower middle income groups, while the 
upper middle and lower income groups 
purchased smaller amounts. 

3. On a percentage basis of cans purchased 
by each income group in each test the 
wealthy class showed the greatest pref- 
erences for government graded com- 
modities in cherries and peaches; the 
upper middle income group in cherries; 
the middle income group in cherries and 
pears; the lower middle income group in 
pears; and the low income group in 
cherries. No opportunity was afforded 
to correlate these results with the nor- 
mal sales of these products by income 
groups. It is therefore impossible to 
generalize this statement to all canned 
fruits and vegetables. 

4. There was no evidence of repetitive 
purchasing in the upper middle group 
which was used as an object for this test. 

. If the U. S. grade label is to be success- 
fully used on products, this test lends 
credence to the belief that it must be 
advertised to let the consuming public 
know of its advantages. 

. If the U. S. grade is to be successful, it 
must be advertised in such a manner 
that primarily the wealthy, middle, and 
lower middle income groups will in- 
crease their purchases of government 
graded products (at least for the prod- 
ucts studied in this test). 


Future PossIBILITIES OF 
“U.S. GrapDeEs” 


It is apropos at this point to discuss 
the validity of four principal arguments 
advanced against an extended use of the 
“U. S. Grade” as these contentions may 
indicate to some extent the future pos- 
sibilities of federal grades. 
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It has been argued that the adoption 
of definite standards may ‘“‘freeze’’ prices 
to levels from which it would be impos- 
sible to deviate. It is evident that if such 
a result obtained, then negative benefits 
might accrue to both producer and con- 
sumer. However, the “‘freezing”’ of prices 
is not probable as a result of grade label- 
ing. There mere establishment of mini- 
mum standards for certain grades does 
not eliminate the possibilities for pre- 
mium packing. In fact, the entire essence 
of brands and brand advertising is the 
construction of an idea in consumers’ 
minds that a certain brand is a better 
guarantee of quality at a given price 
than is any other brand. There is prob- 
ably sufficient leeway between the stand- 
ards thus far established for canned fruits 
and vegetables that packers may still 
advertise their brands at different prices 
within the limits represented by the price 
differential of two different grades (say 
U. S. Grade A product at 15 cents per 
can and U. S. Grade B at 11 cents per 
can). 

As a corollary of the above argument, 
fear has also been expressed that brands, 
and consequently brand advertising, 
may decrease. This is improbable since 
the limits or differentials between stand- 
ards are enough to permit premium 
packing and the advertising of different 
brands. 

It was said in earlier years that the 
cost of inspection to the government 
would be prohibitive. Inspection fees are 
low and grading fees are being used to 
reimburse the government for its expen- 
ditures in this regard. The views of many 
canners of fruits and vegetables towards 
the fees charged by the Service has 
changed, as evidenced by the increasing 
number of canners who are requesting 
continuous factory inspection. 


Another and more serious objection to 
government grades is found in the pos- 
sible inability, in certain seasons, of pro- 
ducers to furnish goods of the highest 
quality to the canners. For example, 
Grade A peaches might be scarce in a 
given season, making it virtually im- 
possible for packers of high quality 
brands to meet the demands of con- 
sumers. To overcome this objection rep- 
resentatives of the trade have worked in 
conjunction with the Inspection Service 
to establish standards which would allow 
products in even the most unproductive 
years to meet the minimum require- 
ments of the respective standards. Thus, 
if a canner is packing for a market which 
requires a continuous supply of Grade B 
oranges, it is possible for him to obtain a 
supply under existing standards in years 
in which the smallest supply of this 
grade of orange has been produced. 

However, it is conceivable that an 
extremely calamitous agricultural year 
might necessitate some temporary read- 
justment of standards. This is a pos- 
sibility which must be considered by 
both administrators and users of the 
Service. 


SUMMARY 


It may be concluded that the use of 
grade labels for canned fruits and vege- 
tables has become a distinctive part of 
the marketing structure. The sales test 
referred to above makes it apparent that 
there is a paucity of data concerning the 
degree of consumer “preference” for 
either federal or private grades. Hence, 
conclusions which are posited must be 
of a very tentative sort, awaiting more 
detailed and positive proof. It is also 
seen that the opposition to federal grades 
is conditioned, perhaps, by other than 
pure objective considerations. 
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PUBLIC RELATIONS AND THE CHAINS 


T. EUGENE BEATTIE 
University of Illinois 


Eprror’s Note: Mr. Beattie here summarizes and 
effectively preserves the history of a bitter controversy 
through which many of the older readers of the JOURNAL 
have lived. 


THE RISE oF OpposITION 


LTHOUGH numerous articles have 
A appeared on the subject of chain 
stores versus independents, no one has 
presented a co-ordinated statement of 
the development of public sentiment 
toward the chain store system. This arti- 
cle attempts such a treatment and seeks 
to describe some of the organized efforts 
of chains and independents in their at- 
tempts to get and hold the favor and 
support of the public. 

While anti-chain sentiment appeared 
in the latter half of the nineteenth 
century,! except among certain vested 
grocery interests and among certain 
newspapers, there was little anti-chain 
publicity prior to the 1920’s. During 
their early development, single stores 
branching into chains were looked upon 
by the public with mingled curiosity, 
respect, and indifference. Anything so 
harmless as a branching home-town 
store meant little to a nation whose at- 
tention was focused, in turn, on railroad 
combinations, industrial trusts, depart- 
ment stores, the silver question, the 
Spanish-American War, the Panama 
Canal, and World War I. 

During World War I, when prices 
soared, the purchasing power of the 
dollar fell sharply. Middle-class incomes 
lagged, and ‘middle-class housewives 
Went over to the chains by the millions. 

. "2 Middle classes went to the chains 

‘Cf. American Grocer, Vol. 3, Nov. 19, 1870, P. 4933 
Vol. 4, Feb. 11, 1871; Vol. 4, March 18, 1871, p. 333- 


° World’ 5 Work, Vol. 49, Dec., 1924, p. 215, “Do You 
Buy from a Chain?” (No author listed.) 





to save money through lower prices; 

saving was not only a private necessity 
but also a public duty, as it is at present. 
There was no public condemnation of 
chains. What antagonism existed gen- 
erally was latent—without impetus to 
ripen into “chain warfare.” There was a 
more important war to wage. The chains 
prospered, added units, and grew into a 
powerful and efficient system of distribu- 
tion. 

In the post-war relapse, business be- 
came, more acutely than in prosperity, 
a merciless battle for survival. Many old- 
line merchants (and especially grocers) 
whose capital was limited, whose ac- 
counts receivable and bad debts were 
high, and whose credit was limited, be- 
came insolvent. Chain stores, with the 
advantages of distributed risk, larger 
capital and credit reserves, faster stock 
turnover, greater market knowledge and 
specialization of management, absorbed 
much of the trade formerly going to in- 
dependents. 

Despite their growing importance, 
chain stores generally were looked on 
with favor or with indifference by the 
public. More and more attention was 
being directed at the chains, however, 
and magazine articles pertaining to the 

“growing chain store problem” became 
quite numerous in the period 1921-24. 
The opinion expressed often was frankly 
favorable to chains, as in the statement 
of George Frederick, ““The chain store is 
nothing less than the triumph of high- 
class brains and organization to meet a 
real public need.’”* 

In other quarters, however, there were 


3 Frederick, George, ““The Chain Store,” 
Reviews, Vol. 70, Sept., 1924, p. 298. 
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rumblings of deep-seated unrest and 
antagonism in the field of distribution. 
This was suggested by World’s Work in 
its observation, ““The silent battle that 
is going on in the field of retail merchan- 
dising can be summarized in a phrase: 
It is a battle between Price and Serv- 
~— 

Rumblings of discontent became more 
and more audible, until in 1925 they 
penetrated the legislative halls of certain 
states. With 44 General Assemblies in 
regular session that year, two considered 
anti-chain store measures. None were 
enacted. 

During 1926 and 1927 the chain stores’ 
horizon became more stormy. Old cries 
of “monopoly” and “big business” began 
to be heard among the populace. A feel- 
ing of concern brought forth such articles 
as, “Tomorrow’s Retailing—Will the 
Chain Store Do It All?’”® 

The business recession of 1927 brought 
forth new “straws in the wind.” The 
Independent Grocers Alliance, one of the 
earliest and in time one of the largest 
voluntary chains, was formed. Maryland 
attempted to limit the number of chains 
by passing tax legislation which later 
was declared unconstitutional. As 
against 1925, when but two states had 
considered anti-chain legislation, in 1927 
thirteen states considered such legisla- 
tion. Four of the proposals became law. 
From the southern states, anti-chain 
legislation spread to northern states by 
1928-29, and to all states by 1930-31. 

In May, 1928, the United States Sen- 
ate adopted, without debate, a resolution 
directing the Federal Trade Commission 
to inquire “into the chain store system 
of marketing and distribution as con- 
ducted by manufacturing, wholesaling, 


4 World’s Work, op. cit., p. 215. 
5 Ely, J. T. A., “Tomorrow’s Retailing—Will the 


Chain Do It All?” Magazine of Business, Vol. 52, Nov., 
1927, pp. §52-54. 





and retailing and other types of chain 
stores....”? A month later, M. H. 
Karker stated, ‘““The news of the conflict 
(chain-store battle) is to be found almost 
daily in the newspapers, and the weekly 
and monthly magazines echo the noise 
of battle. It is, in short, on the front 
page.’’® No longer was the battle silent! 

The battle was waged with increased 
vigor in 1929. Thirty-nine state legisla- 
tures were in session that year, and one 
observer noted that “wherever a little 
band of lawmakers are gathered together 
in the blessed name of statute-mongering 
there is a battle over some phase of the 
‘chain store menace.’ Bills are offered in 
most of them to cripple the monster.’” 
During the year 62 anti-chain tax bills 
were considered in 24 states. Two bills 
were enacted.® 

Almost everywhere through the coun- 
try—on the radio, in magazines, news- 
papers, legislative halls—the i intensity of 
anti-chain feeling was growing into big 
dimensions. There were definite reasons 
for the large proportions of the battle. 
The geographic extent of chain opera- 
tions had brought them into active com- 
petition with all types of retailers in all 
localities. Hence, there was actual and 
potential opposition of great magnitude. 
A peculiar combination of circumstances 
during the era of the 1920’s suited a 
large-scale battle: Radio had won a place 
as a means of communication and, 
largely uncontrolled, was being used as 
a propaganda medium for crusades of all 
sorts—good and bad. The novelty of 
radio, when coupled with a colorful cru- 


6 Karker, M. H., ““The Battle of the Chains,” Maga- 
zine of Business, Vol. 53, June, 1928, p. 735. 

7 Flynn, J. T., “Chain Likening,” Colliers, Vol. 83, 
April 27, 1929, p. 9. 

8 For a more complete treatment of taxation see Lee, 
M. W., “The Recent Trends in Chain-store Tax Legis- 
lation,” The Fournal of Business, Vol. 13, No. 2, April, 
1940, pp. 253-74. Also: Nichols, J. P., The Chain Store 
Tells Its Story, Institute of Distribution, N. Y., 194° 
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sader, assured an audience for almost 
any cause. In radio, chain opposition had 
available a very effective propaganda 
against the chains. 

The propaganda device had become 
available when the time was ripe for 
an anti-chain crusade. Following the 
“golden era” of the ’20’s and its free 
enterprise champions came the depres- 
sion of the ’30’s when the underdog and 
the ‘forgotten man” were championed; 
when “economic royalists” were de- 
spised; when governments needed rev- 
enue; when politicians needed votes. 
There were idle, desperate men anxious 
to fight the causes of the depression, and 
caring little just what causes they 
fought. Radio stations, newspapers, poli- 
ticians, and “others with varying trou- 
bles have shown a surprising unanimity 
of opinion by ascribing all of their mis- 
fortunes to the machinations of the 
chain; even chambers of commerce, 
pastors, and priest have joined hands 
with the independents in an attempt to 
wipe out the chains.’’® 


ORGANIZED OPPOSITION 
TO THE CHAINS 


Out of this complex circumstance rose 
a tide of organized opposition to chains. 
The battle of the chains was on in 
earnest. Organized anti-chain move- 
ments sprang up quickly in all parts of 
the country. By 1929 more than 400 
cities and towns in the United States 
were supporting anti-chain organiza- 
tions. A partial “‘roll call” of such organ- 
izations showed the following line-up:'® 


NE aa ali c valan cea Chip mabe ro wedawe 4 
CY 00:it eked en nnn wkooniewews 2 
ainda nw wa whe eaiekcae cian 3 
es we do on wip a iee'e iacainnnl eel 12 
Commectiont..........ccccccccccccccsces 2 


* Martin, B. F., “The Independents, et a/., versus the 
Chains,” Harvard Business Review, Vol. 9, No. 1, Oct., 
1930, p. 47. 

© Business Week, April 9, 1930, p. 24. 
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iin bcc detatghoeecaakede oueneenen 2 
ES aaa 4 5S Kee wn cw oh ne A we 19 
i Arca hic jn vidin vce wh Wa wl he eae 17 
EE neh rads eesewnndaiekaneeeene 3 
a sada KGa pts ela ee menmemene 7 
Rel a 2tids Kaas weewanay +c ieee 11 
ee eee ee ~ 
50 c sux ture ne tis <i dene 4 
6 i Se wid pa ate neers I 
ons idk wh hamaeeewneawee 2 
ESSE Sree eR Foe 13 
oh dex) ynnesadetae teas ee 
EE iets coin e4ecanekeekseek eke I 
es eveidxcaekvisekaibawnsan II 
Ee concdndwecenkeseonnameee 10 
a err oe 2 
New Mexico........... kawaii va 
Wee I 
North Carolina................... 24 
PUR sins + aH0 8s dv eras hae deieoie 8 
. ere ee 13 
Oklahoma................. veep 
Pennsylvania.......... anti 
re + 
South Dakota...... ere icebectill 
pr re hee 
Texas...... vite eae oueeak ie rece 13 
PN i woken sia kes 7 
West Virginia.......... 5 
ai 4c 4st cdaiwnenohe racetenn 14 


In addition to the foregoing organiza- 
tions, there was a host of anti-chain 
publications, some of which were:” 


Interstate Grocer. . 
Merchant’s Journal... . 
Johnstown Democrat. 
Wire Grass .Donathan, Ala. 
er .....Decatur, Ill. 
rere wees dtegier, Til. 


waste St. Louis 
.. Topeka, Kans. 
raced Johnstown, Pa. 


NGS vet eeewne .ocees.s east Se, Louis 
, eee ......Clay County, Ky. 
Hello W orld iad diag ie acs eR Louisville, Ky. 
Nes 5209s srevoneenkOs S. Buffalo, N. Y. 
CN SS sdoiicdies ana ee wse¥ mace New Born, N. C. 
Progress........ .. Washington, D. C. 
TiO PROOOOE. on ccc csacvcnscen Bowie, Tex. 
EES oe isrecis vasnsieddewadets Dallas, Tex. 


Further anti-chain opposition was pro- 
vided by anti-chain radio stations, 
among them: 


eee Shreveport, La. 
0 ee Grand Rapids, Mich. 
aaa: Minneapolis, Minn. 
a, Sree rrr. Charlotte, N. C. 
eet Se Lincoln, Neb. 
MES icant cccdeeuhnues Des Moines, Iowa 


UTbid., p. 24. 
2 Thid., p. 24. 
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See .....+++-Denver, Colo. 
wWaew.... ..........Birmingham, Ala. 
SE .. Birmingham, Ala. 
ee ....Portland, Ore. 
DG NS Giwseadceoens . Seattle, Wash. 


Among the special groups seizing the 
anti-chain battle as an opportunity for 
personal advancement were certain poli- 
ticians. It is said that at one time 7 
Senators, 6 Governors, and g U. S. Rep- 
resentatives were avowedly anti-chain, 
and that in Wisconsin, lowa, Alabama, 
and Illinois, men were running for public 
office on an anti-chain political plat- 
form." 

Probably the prince of the anti-chain 
agitators was W. K. Henderson, operator 
of station KWKH, Shreveport, Louisi- 
ana. It was he who delivered to thou- 
sands of “‘eager listeners lurid and hu- 
umorous attacks against the ‘enemy of 
the community’.”* His midnight radio 
program, “Hello World” became a tirade 
so abusive that Senator Dill recom- 
mended the station be banned from the 
air. When this recommendation was 
made, thousands of messages of protest 
were poured in upon the Federal Radio 
Commission. 

Mr. Henderson began to sell “Hello 
World” coffee over his station at a dollar 
a pound. Sales rose to over 1000 pounds 
a day; but when he attempted to sell 
other products over the air, people began 
to wonder if he, himself, were not using 
chain tactics. His popularity waned. 

Henderson also organized the Mer- 
chant Minute Men’s Association, whose 
objective was to fight the chains. The 
organization was run at an annual ex- 
pense of $80,000 and by 1930 was re- 
puted to have a membership of 50,000 
business men. Memberships sold at $12 

3 Tbid., p. 24. 

™ Business Week, “Chains Face First Real Fight as 
South’s Politicians Seize Issue,” March 1, 1930, p. 21 

% Ernst, E. G. and Hartl, E. M., “Chain Manage- 


ment & Labor,” The Nation, Vol. 131, Dec. 3, 1930, 
p. 606. 





each. All of the $12 is said to have gone 
to Mr. Henderson.* In 1931 Henderson 
tried in St. Louis to launch a new idea, 
“Hello World” trading stamps, but the 
St. Louis Grocers’ Association objected, 
and the scheme failed. 

Another anti-chain development was 
the southern promoter known as the 
“sniper.” His function was to go into a 
town, run a two-page anti-chain ad in 
local newspapers, and list at the bottom 
of the ad all the independent merchants 
who had contributed funds for the proj- 
ect. A check-up was made of sniper ac- 
tivities. In one case it was revealed that 
of the $10 subscription by the grocer, $5 
went for salesmen’s commissions and for 
the advertising; the remaining $5 went 
into the pocket of the promoter.’” 

So widespread and flagrant became 
anti-chain organizational activity that 
an officer of the National Association of 


Retail Grocers issued a statement that 
read:}8 


We cannot blind our eyes to the fact that 
thousands of grocers in every section of the 
country are being asked to support private 
promoters soliciting funds through an appeal 
to prejudices, on promises offering no lasting 
benefit... . Arecent attempt to secure infor- 
mation about several such organizations 
clearly indicates that they were set up to 
make money for their promoters. 


These outbursts of anti-chain activity 
whetted public sentiment against the 
chains in many sections and “‘after years 
of disinterested and apathetic surveys of 
the arena in which the chain stores and 
independents” had been fighting, the 
public at last was ‘beginning to evidence 
more than a casual interest in the conflict. 

.”19 In Danville, Virginia, a retail 
clerk was discharged for being seen in a 


16 Business Week, April 9, 1930, p. 22. 
17 Business Week, op. cit., p. 22. 

18 Tdid., p. 22. 

19 Harvard Business Review, op. cit., p. 47- 
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chain store.2° A Michigan school teacher 
was refused her contract renewal because 
she had entered a chain store.7! Some 
persons in Jacksonville, Florida, were 
afraid to enter chain stores for fear of 
public ostracism.” In Nashville, Ten- 
nessee, a high school essay contest was 
held on the subject, ““Why My Parents 
Should Trade with the Independent 
Merchant.’ 

A second effect was to stimulate anti- 
chain legislation. In 1930, 80 chain store 
tax bills were introduced; in 1931, more 
than 125 anti-chain bills were introduce 
and by 1933 a total of 17 state chain 
store taxes had been passed.™ Washington 
wires were said to be hot and the mail 
bags heavy with demands for remedial 
legislation against the chains.™ 

More constructive was the stimulus 
given to a movement to improve inde- 
pendents so as to enable them to com- 
pete with chains. The Independent 
Grocers Alliance, with some gooo mem- 
bers, fostered solidarity among its mem- 
bership; certain associations sponsored 
merchandising schools for their mem- 
bers; wholesalers organized their cus- 
tomers into compact groups and made 
suggestions for improved stock control, 
etc. Voluntary and co-operative chains 
were stimulated. Even W. K. Henderson 
undertook to sell “‘model” store plans 
and courses in better independent retail- 
ing. 

A fourth effect, also constructive, was 
the awakening of a keener interest 
among marketing men in the problem of 
the chain. The reaction to a question- 


© Nation, op. cit., p. 606. 

" Jbid., p. 606. 

* Flynn, J. T., “The Enemies of the Chains,” New 
Republic, Vol. 66, April 22, 1931, p. 270. 

* Nichols, J. P., Chain Store Manual, Institute of 
Distribution, New York, p. 71. 

* Ibid., p. 71. 

* Business Week, op. cit., p. 21. 

* Harvard Business Review, op. cit., pp. §0-§1. 


naire sent by Indiana University to 
professors of marketing in 45 universities 
was favorable to the chain store system. 

Finally, chains were prodded to the 
realization that the anti-chain move- 
ment was a serious problem, one that 
demanded “not merely a defensive but 
a progressive movement towards ac- 
quainting the public with the real rea- 
sons for the economic usefulness of chain 
stores.””?7 No longer were chains content 
to do little more than rely on the courts 
to see that right, as they saw it, would 
win out. The United States Supreme 
Court’s reversal of the lower federal 
court’s decision in Indiana was evidence 
enough that court reliance was likely to 
be a poor defense.** The court reversal 
sustained the legality of the graduated 
license tax on chains and, in effect, en- 
dorsed state anti-chain taxation. 

With anti-chain organizations ramp- 
ant, with prospects of even greater legis- 
lative and judicial opposition, with the 
increasing intensity of the chain battle 
on all fronts, the chains “‘had clearly 
outlined the problem of acquainting the 
public with their real value” if they were 
to keep public opinion from being solidly 
formed against them.”* The chains struck 
out to win for themselves public support, 
especially from among the ranks of the 
indifferent, through an active program of 
public relations. 


CuHains ENGAGE IN WIDE-SCALE 
Pus.tic RELATIONS 


One outgrowth of the Chicago con- 
vention of the National Chain Store 
Association in 1930 was a proposed plan 
of public relations. Two years’ research 
had revealed to the chains that they 
occupied a weak position as outsiders in 


27 Tbid., p. 55. 

28 Cf. State Board of Tax Comm. os. Jackson (283 
U. S. $27). 

2° Harvard Business Review, op. cit., p. 55. 
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communities where they were operating. 
Research also had disclosed that anti- 
chain tax legislation was more dangerous 
than all the radio oratory of men like 
Henderson.*® The proposed public rela- 
tions program called for an appropria- 
tion of $115,000, of which $40,000 was 
to go to actual public relations, $50,000 
to a campaign against discriminatory 
legislation, and $25,000 to meet other 
forms of anti-chain legislation. 

A series of resolutions was adopted by 
the association for the improvement of 
chain-public relations. The resolutions 
recommended wide extension of chain 
budgets for civic and charitable work; 
encouragement of participation by chain 
employees in “‘all recognized community 
activities”; delegation of authority to 
local managers over charitable contribu- 
tions; and limitation of chain monetary 
contributions to causes administered 
through established administrative bod- 
ies, such as chambers of commerce, 
community chest funds, and the like. 

The agenda of the campaign called for 
speaking tours by chain executives. A. H. 
Morrill, president of the Kroger 
Grocery and Baking Company, was to 
cover Kentucky, Ohio, and Michigan. 
F. H. Massman, of the National Tea 
Company, was to speak in Iowa. West- 
ern states were to be covered by J. C. 
Penney; and E. C. Sams, president of 
J. C. Penney Co., was to tour Wisconsin, 
Iowa, Nebraska, Colorado, Kansas and 
Missouri. Chain executives also were to 
discuss with civic leaders the civic re- 
sponsibilities of chain companies and 
their personnel. 

While some individual chains had en- 
gaged in public relations programs prior 
to 1930, that year marked the first 
organized public relations program to be 
carried on by chain stores on a co- 


80 Business Week, Oct. 15, 1930, p. 10. 
3 Tbid., p. 67. 





ordinated national scale. The national 
program was supplemented by indi- 
vidual company programs. While this 
article will not attempt to give an ex- 
haustive presentation of the programs of 
all organizations, enough will be said to 
outline the general development of the 
movement. 

In 1931 the Kroger Company estab- 
lished the Kroger Food Foundation with 
a fund of $1,000,000 “‘to work for the 
improvement of food cultivation, trans- 
portation, and distribution.””*? The Foun- 
dation built special laboratories to study 
food from the source to the point of 
consumption. 

In 1935 Safeway Stores, Inc., of Cali- 
fornia, instituted a public relations pro- 
gram under the direction of Lord & 
Thomas.* This program, designed pri- 
marily to combat the California anti- 
chain law and to improve Safeway’s 
civic status, called for co-operation with 
the National Co-operative Council on 
farm problems and included a series 
of special merchandising campaigns to 
dispose of farm surpluses. The plan 
called for co-operation with newspapers, 
labor, and consumers as well; in addition, 
weekly educational tours (endorsed by 
local Parent-Teachers Associations) took 
housewives through warehouses, plants, 
retail stores, and other distributive agen- 
cles. 

Within a few months California chain 
store interests poured over a million 
dollars into public relations, with the re- 
sult that in the 1936 California referen- 
dum the public decisively rejected the 
anti-chain store tax legislation. 

Safeway’s tactics were adopted by 
other chain companies, and two years 
later chain activities in the field of public 
relations were given a new stimulus by 
the Patman Resolution which proposed 


® Business Week, Feb. 1, 1933, p. 11. 
% Conducted by Don Fransisco. 
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a graduated federal excise tax on chain 
stores. Quick on the heels of the Patman 
Resolution came a statement of policy 
setting forth a proposed public relations 
policy for the Great Atlantic and Pacific 
Tea Company. The statement, in part, 
read:*# 


Since the task we have set before us (to op- 
pose the Patman Bill) is one involving the 
widest dissemination of complete informa- 
tion to all of the American people... we 
have engaged Carl Byoir and Associates, 
public relations counsel, to do this work. We 
realize that our views are seldom news. We 
know, therefore, that we must be prepared to 
spend a substantial sum of money in telling 
our story to all the American people. We de- 
clare now that this money will be spent in the 
dissemination of information through paid 
advertising and every medium available to 
us, and in co-operation in the work or forma- 
tion of study groups among consumers, 
farmers, and workers... . 

We believe that when American people 
have all the facts they will make their deci- 
sion known to their representatives in Con- 
gress. As Americans we will be content with 
that decision... . 


Of A. and P.’s statement Printer’s Ink 
stated, “Clecrly this is a new approach. 
It embodies the first complete and public 
statement of the public relations method 
by a busines organization of major im- 
portance.’’®> 

A. and P. followed its statement with 
a $2,000 donation to a New Jersey con- 
sumer group, the Emergency Consumers 
Tax Council. By 1939, A. and P. had or- 
ganized 5000 consumer study groups in 
45 states. 

In January, 1939, Chain Store Age an- 
nounced the inauguration of its “Honor 





* Back cover ad, Commerce and Finance, Nov., 1938. 

_® Walker, S. H. and Riera, Julia, “And Now Comes 
New Brand of Public Relations,” Printer’s Ink, Oct. 13, 
1938, p. 10. 

* Carlisle, P. M., “Growth of Chain Stores Hastened 
by Recent Political Agitation against Them,” Annalist, 
Vol. 55, p. 518. 





Roll of Community Builders,’”’ designed 
to recognize and to encourage managerial 
civic-mindedness. Managers of all chain 
stores were eligible for nomination, such 
nomination to be made by local news- 
papers, clubs, civic leaders, and the like. 
The “Honor Roll” was endorsed by 
scores of chain executives. In 1942 the 
“Honor Roll” was discontinued because 
the editors felt that the purpose of the 
award had been achieved. ““That purpose 
was to publicize the fact that chain store 
managers are taking a leading part in 
community affairs... It likewise en- 
couraged other managers to follow their 
example.’’87 
Still another important development 
in chain store public relations was the 
organization of state co-ordinating units. 
Thirty-seven such organizations had 
been created by 1942, among them, the 
Illinois Chain Store Council, incor- 
porated in 1939 and fairly representative 
of such state bodies. The Illinois Chain 
Store Council adopted a three-point pub- 
lic relations program: 
(1) Organization into informal committees 
of local chain store manager groups. 
(2) Contact with and education of agri- 
cultural groups. 
(3) Development of improved press rela- 
tions through contact with daily and 
weekly newspapers. 


The Council hoped not to create an- 
tagonism of any sort, but to aid in mar- 
keting surplus crops and supporting civic 
activities, and to improve the general 
feeling of the public to chain stores.** 

By November, 1941, most of Illinois’ 
leading chain stores belonged to the 
Council and were organized into 45 ad- 
ministrative manager groups. The Coun- 


37 Bulletin, Ulinois Chain Store Council, Nov. 10, 
1941, Pp. 3- 

38 A study of the complete file of the Bulletin revealed 
its openmindedness. The theme appeared to be that all 
managers—chain and independent—must be both good 
merchants and good citizens. 
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cil regularly publishes the Bulletin, a 
leaflet promulgating most important cur- 
rent developments in the chain store 
field. 

In addition to the state councils, there 
are scores of other chain organizations 
helping promote chain public relations. 

It should be quite obvious that a 
sound program of public relations must 
be rooted in a fundamentally sound and 
constructive method of business opera- 
tion. The public is quick to detect lack 
of sincerity and lack of foundation in any 
form of business “‘publicity,” as such. 


CONSTRUCTIVE CHAIN POLICIES 


As has been shown, one of the objec- 
tives of the National Chain Store Asso- 
ciation was the encouragement of em- 
ployee participation in recognized com- 
munity activities. In 1930, within three 
months after the Association’s declara- 
tion, A. S. Dudley, President of the Na- 
tional Association of Commercial Organ- 
ization Secretaries, reported an increase 
in subscriptions of more than $300,000.*? 
By 1933 every member of the Chain As- 
sociation, save one, belonged to the 
chamber of commerce. Recent surveys 
show that chain store managers are very 
active in most civic and service organiza- 
tions. 

Chain organizations, likewise, have 
supported civic funds, and, even as early 
as 1931, the Federal Trade Commission’s 
investigation of 153 chain companies, 
showed that 82 per cent were contribut- 
ing to local civic groups and charities, 
the average annual contribution being 
$77 a store. In addition, local managers 
of 104 companies out of 120 were making 
additional personal contributions. A 
field study conducted in the winter of 
1941-42 by the author and Professor 

39 Roundtable Discussion, “Social and Economic As- 


pects of Chain Stores,” American Economic Review, 
Vol. 21, supp. March 1931, p. 32. 


Converse of the University of Illinois 
found that, in a number of Midwest 
cities, chain stores were contributing 
very generously to civic funds, and that 
such contributions have been increasing 
within the last ten or twelve years.*° 

Emergency contributions have been 
made recently by many chains. A con- 
tribution of $11,200 by the Chicago retail 
store employees of Sears, Roebuck & Co., 
for example, topped the February 18, 
1942, contributions to the American Red 
Cross War Relief Fund in Chicago.*! 

National defense has been getting the 
“all-out” support of the chains. On De- 
cember 26, 1941, the Illinois Chain Store 
Council sent a letter to the general chair- 
men of its manager groups. The letter 
instructed store managers to make con- 
tact with defense officials at once and to 
offer to serve in ““whatever capacity they 
can be most useful to the (defense) 
plan. ... Time is of the essence—start 
now and continue for the ‘duration!’” 
In many cities, moreover, chain-store 
managers are serving as air-raid wardens 
or Red Cross instructors and have suc- 
ceeded in getting their stenographic 
forces to volunteer for defense steno- 
graphic service two to three nights a 
week,” 

A fourth form chain public relations 
have taken is chain-farm co-operation, 
where the most noteworthy work has 
been done in the disposition of agri- 
cultural surpluses. Following the 193 
farm surplus campaign of Safeway 
Stores, Inc., the idea was adopted suc- 
cessfully by other chains. Since 193 
chain promotional campaigns have been 
used to distribute surpluses of fresh 
peaches, eggs, apples, walnuts, prunes, 


40 At the time of this writing, a report of the study’s 
findings is being prepared jointly by the author and 
Professor Converse. 

{| Chicago Daily News, Feb. 18, 1942, p. 6. 

@ The author found many such cases in his field study. 
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avocadoes, cheese, cherries, potatoes, 
lamb, grapefruits, beans, and other farm 
products. In 1936, alone, 44 chain sys- 
tems spent over $2,000,000 on 300,000,- 
ooo individual advertisements, and, in 
addition, distributed over 33,000,000 
handbills in conjunction with their farm 
surplus program “ 

In 1938 Business Week observed that 
“the food chains have yet to fall down on 
any of the drives which they have been 
scheduling . . . to move agricultural sur- 
pluses.... “ 

Chain-farm co-operation also has been 
shown in chain relations with state col- 
leges of agriculture, with state depart- 
ments of agriculture, in the sponsorship 
of 4-H and Future Farmers of America 
activities, and in “buy-at-home” pur- 
chasing policies. 

Education is a fifth sphere into which 
chain store public relations have ex- 
tended. Many companies have estab- 
lished college scholarship funds and other 
student aids. Generous educational aid 
has been given to young men and women 
from agricultural groups. 

State chain store councils have helped 
promote education. A “‘job-education”’ 
program, under the sponsorship of the 
Illinois Chain Store Council, has been 
instituted for high school vocational 
training in the field of distribution. 

In certain localities chains have pre- 
sented land and money to communities 
for the building of public schools. Such 
an action took place at Barrington, IlIli- 
nois, where a national chain contributed 
78 lots and $6000 in cash to aid in the 
construction of a public high school. 

Closely related to such grants has been 
the interest of many chains in promoting 
recreation. On July 11, 1940, Waukegan, 


*° Business Week, March 5, 1938, p. 33. 

“ Ibid., p. 32. 

— item, Chain Store Age, Vol. 13, Dec., 1937, 
P. 48, 


Illinois, was presented a $12,000 beach 
pavilion by a chain. On June 24, 1941, 
Danville, Illinois, was given an $11,000 
recreation center by the same chain. 
Various chains have sponsored soft- 
ball teams, have donated trophies, have 
organized youth-recreation groups, and 
have fostered recreation in other ways. 

Chain-store public relations have been 
selfish, as both chain executives and 
councils are prompt to admit. Chains 
have been willing to invest time, money, 
and effort in community betterment be- 
cause of the belief that such investments 
will pay out in the long run. The late 
T. J. Carney, then president of Sears, 
Roebuck & Co., put it in this way: 
“We have a selfish motive as is obvious to all 
of you. When a business executive says he is 
doing something out of the goodness of his 
heart, be a bit suspicious.... We have...a 
very real responsibility to the community. 
... If we discharge well our community re- 
sponsibilities, we build good will which 
means good business...” 


SoME OF THE RESULTS 


Judging from the results, the chain 
public relations philosophy is sound. It 
would be presumptuous to maintain 
that after 1930 public opinion toward the 
chain-store system was shaped wholly by 
chain-store public relations directors. 
Just as presumptuous would be the claim 
that public relations were solely responsi- 
ble for any change that may have oc- 
curred in the attitude of the public to- 
ward the chains. But chain public rela- 
tions do seem to have played their part. 

In 1941 Mr. E. D. Bacon, President 
of the Pennsylvania Commercial Secre- 
taries Association, said, ““The mere fact 
that I, representing the commercial 
secretaries of a state, can compliment 
the chains for the fine work they are 


Bulletin, Ulinois Chain Store Council, Nov. 6, 1941, 
p. 41. 








254 


THE JOURNAL OF MARKETING 





doing, is proof that the chain store public 
relations program has been successful.’’47 

Further evidence of an improved feel- 
ing toward the chains is indicated by 
legislative trends from 1931 to 1942. Be- 
tween 1931 and 1937 a total of 849 anti- 
chain tax bills were introduced; 1938 and 
1940 only 118 chain bills were intro- 
duced (a number smaller than in any 
one of the following years: 1931, 1932, 
1933, Or 1935), and only one was passed, 
an amendment to the Mississippi Act of 
1936.48 From 1939 to 1942 most anti- 
chain proposals died in subcommittee. 
The turning point in anti-chain store 
taxation is thought by many to have 
been the successful battle of Safeway 
Stores against the California anti-chain 
tax bill. This has been referred to earlier. 

While state legislation against the 
chains was having varied success, the 
Robinson-Patman Act was passed by 
Congress in 1936.*° But when Congress- 
man Patman subsequently tried to push 
through the Patman Resolution in 1938 
and in following sessions of Congress, 
scores of organizations came to the 
chains’ support. These groups included 
the American Farm Bureau Federation, 
the National Association of Building 
Owners and Managers, the National 
Association of Real Estate Boards, the 
National Editorial Association, the Na- 
tional Grange and the American Federa- 
tion of Labor. Barron’s points out that 
“Some 2,000,000 women in consumer 
groups throughout the nation are or- 
ganized as ‘shock troops,’ ready to send 
delegations to legislative hearings to 


47 Speech given at Hershey, Pa., Jan. 22, 1941. 

48 Lee, M. W., “Recent Trends in Chain-Store Tax 
Legislation,” Fournal of Business, Vol. 13, No. 2, pp. 
253-64. 

49 Some of the testimony given in the Congressional 
investigation of chain-store methods provided material 
for the much discussed book, Wells of Discontent, by 
C. G. Daughters, C. G. Daughters Co., N. Y., 1937. 





protest against tax measures.. .’*° 

It is significant that labor, real estate 
groups, consumers, farm groups, and 
newspapers—once opposed to chains— 
went to the defense of the chains during 
the Patman hearings. The change in the 
public’s attitude has been confirmed by 
field surveys, several of which will be 
reviewed briefly. 

Numerous studies have been made to 
determine the attitude of the public to- 
ward the chains. In 1930 Ruth Hoadley 
concluded that the complaint against the 
chain stores was more prevalent among 
vested interests than among the con- 
sumers.® The Federal Trade Commission 
in reporting its 1931 study of more than 
1800 interviews conducted in 30 towns 
stated that in a// occupational classes, a 
larger proportion of the people spoke 
against the chains than spoke for them.” 
The body of the report helped vindicate 
the chains in the public mind. 

During the period January—March, 
1936, De Paul University made a study, 
by personal interview, of over 10,000 
familes in the Chicago area. Eighteen 
per cent of the families said they disliked 
the chain-store system.® Another study 
was conducted a year later, from Sep- 
tember, 1937, to April, 1938, in Muncie, 
Indiana (population 55,000) and the re- 
sults published by the New York Uni- 
versity School of Retailing. Of 486 re- 
plies to the question, “Do You Favor 
Chain Stores?”, 270 persons answered, 
“Yes,” and 216, “No.’™ 


5° Stockbridge, F. P., “Battle of the Chains,” Bar- 
ron’s, Vol. 19, Feb. 27, 1939, p. 5. 

5t Hoadley, Ruth L., “The Chain Store with Special 
Reference to Iowa,” Jowa Studies in Business, No. IX. 

52 Senate Document 93, p. 57. 

53 “How Housewives Like Chain Stores,” De Paul 
University Mimeographed Report (Chicago, III.), April 
15, 1936. 

% Holsinger, Zelda, “Attitudes of Women Towards 
Types of Stores,” Fournal of Retailing, Vol. X1V, Dec., 
1938, pp. 104-107. 
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Professor Converse of the University 
of Illinois conducted two studies of 
chains in the Champaign-Urbana area. 
The first study was made in 1931 and the 
second, in March, 1937. In the report of 
his 1937 study, Professor Converse 
wrote:” 

In comparing consumer opinion with that 
existing six years ago, it appears that there is 
somewhat less intense feeling on the subject, 
but no great change in the percentage of the 
consumers favorable and opposed to chains. 
The percentage of the population definitely 
opposed to chains declined. 


Early in 1939 students of the New 
York University’s School of Retailing 
interviewed 2800 persons in the New 
York area. Nearly two-thirds of those 
interviewed were hostile or indifferent 
to chains. In the winter of 1939 New 
York University students, under the 
direction of Louis Bader, interviewed 
more than 3600 New Yorkers. Bader 
concluded, ‘‘...the chain-stores now 
have a majority in their favor and they 
can take the necessary steps to keep this 
majority with them... . The chains can 
do this, not only by propaganda, but 
by the continuance of a low-price policy, 
(and) good merchandise. . . .””57 

Other recent studies are in general 
agreement. A New Jersey Chamber of 
Commerce Study of 23 states showed 
that of those surveyed go per cent of the 

Converse, P. D., “Prices and Services of Chain and 
Independent Stores in Champaign-Urbana, 1937,” 
JOURNAL OF MARKETING, Vol. II, No. 3, Jan., 1938, 
PP. 193-200. 

* Bader, Louis, ““A Survey of Consumers’ and Inde- 
pendent Store Owners’ Reactions to Recent Price Legis- 
lation,” JOURNAL OF MARKETING, Vol. IV, July, 1939, 
PP. 59-67. 

_™ Bader, Louis, “Consumers and Chain Store Taxa- 
tion,” Fournal of Retailing, Vol. XV, Dec., 1939, p. 119. 


farmers, 60 per cent of theconsumers, 
and 80 per cent of organized labor op- 
posed anti-chain legislation.** A mail 
contest sponsored by the Babson Insti- 
tute showed s9 per cent of the replies 
were favorable to chains; 30 per cent 
were opposed to chains; and 11 per cent 
were neutral.®*® The Fortune Magazine 
survey of 1939 showed that of those sur- 
veyed, only 6.3 per cent favored putting 
the chains out of business while 49.9 per 
cent wanted the chains left alone. For- 
tune points out that the 1939 survey 
showed a very definite change in public 
opinion since the similar study by 
Fortune in 1937. At that time 56 per cent 
of those surveyed favored taxing all 
chains enough to put them on a parity 
with independents’ prices.®° 


SUMMARY 


Despite the lack of uniformity of 
locale, method, and findings of the fore- 
going studies, certain trends are ob- 
servable: Public opinion seems to have 
improved toward chain stores in recent 
years. There continues to be a great deal 
of public indifference toward the chain- 
independent problem. The public status 
of chains seems to have improved among 
civic, business, welfare, and organized 
consumer groups, partly as a result of 
chain-store public relations. Chain public 
relations, while admittedly selfish, can be 
endorsed as an effective device for the 
constructive development of good will. 


58 Nichols, J. P., The Chain Store Tells Its Story, 
Institute of Distribution, N. Y., 1940, p. 174. No details 
of survey were given. 

59 Tbid., p. 174. Cf. The New York Times, Nov. 22, 
1939- 

60 “‘Fortune Survey XVIII,” Fortune Magazine, Feb., 
1939, p. 88 ff. 











A NEW INTERPRETATION OF 
MARKETING FUNCTIONS 


FRED M. JONES 
University of Illinois 


Eprror’s Note: Those who have struggled with the so- 
called functional approach to the study and teaching of 
marketing will find the following contribution by Professor 
Fones useful. 


ie ORDER to get at a proper understand- 
ing of the marketing functions it is 
necessary to consider the meaning of 
market and marketing. In whatever 
sense the term market has been used, the 
occurrence of two groups of actions called 
buying and selling has been implied or 
expressed. Marketing is the carrying out 
of these and certain related conditional 
actions. In the strict sense of the word, a 
market does not exist unless there occur 
certain actions which culminate in the 
transfer of title or rights and the giving 
and receiving of payment. 

Four axioms of marketing are: 

(1) Every purchase has a complement 
sale and vice versa. 

(2) In every purchase and sale the 
basic marketing functions are performed 
at some time. 

(3) Unless a given function is per- 
formed in every purchase and sale, it is 
not a basic marketing function but it is 
a conditional marketing function. 

(4) The basic marketing functions are 
performed in the purchase and sale of 
services as well as in the purchase and 
sale of commodities. 

A survey of the discussions of market- 
ing functions reveals deficiencies which 
have resulted from incomplete analysis. 
Clark,' Converse and Huegy,? Maynard, 
Weidler, and Beckman’ have three com- 


1 Clark, F. E., Principles of Marketing, 1932. 

2 Converse, P. D. and Huegy, H. W., Elements of 
Marketing, 1940. 

3 Maynard, H. H., Weidler, W. C. and Beckman, 
T. N., Principles of Marketing, 1939. 


256 


mon weaknesses in their discussions. 
First, all agree that the marketing func- 
tions must be performed and make no 
qualifications as to the conditions under 
which they must be performed. Second, 
these authors do not consider whether 
the marketing functions must be per- 
formed in the marketing of services as 
well as in the marketing of commodities. 
Third, they do not distinguish clearly be- 
tween functions and methods of perform- 
ing the functions. 

Cherington shows that there are two 
groups of functions, one of which is per- 
formed under all conditions, while the 
performance of the other group depends 
upon whether or not certain conditions 
exist.1 He does not sufficiently extend 
his analysis, however, to indicate com- 
pletely the composition of the first group 
of functions. 

Breyer does not analyze the functions 
according to who performs them.® The 
result is he does not indicate all of the 
functions and he has difficulty in showing 
the relation of the various functions. In 
particular does he have difficulty in plac- 
ing the relationship of price determina- 
tion. 


Tue Basic Functions oF MARKETING 


The basic functions of marketing may 
be stated according to who performs 
them, but they are not performed neces- 
sarily in the order in which they are 
stated. 


The buyer: 
(1) Becomes conscious of a desire. 


4 Cherington, P. T., The Elements of Marketing, 1921. 
5 Breyer, R. F., The Marketing Institution, 1934- 
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(2) Determines the product or service 
needed to satisfy this desire. 

(3) Determines the maximum price which 
he will pay for the product or service. 

(4) Locates one who owns the product or 
who can perform the service. 

(5) Opens communication with the owner 
of the product or the performer of the 
service and lets the desire be known. 

(6) Determines the willingness to sell of 
the owner of the product or the per- 
former of the service. 

(7) Offers a price for the product or serv- 
ice. 

(8) Becomes willing to take the chance of 
a loss of value after acquiring the 
product or receiving the benefits of 
the service. 

(9) Indicates a willingness to accept the 
product or service at the price at 
which it is offered. 

(10) Inspects the product or the rendering 
of the service. 

(11) Gives payment to the seller. 

(12) Receives title to the product or to the 
benefits of the service. 


The seller: 


(1) Decides to sell. 

(2) Determines the minimum price at 
which he will sell the product or serv- 
ice. 

(3) Locates one who desires the product 
or service. 

(4) Opens communication with the one 
who desires the product or service 
and lets the intention to sell be 
known. 

(5) Determines the willingness to buy of 
the one who desires the product or 
service. 

(6) Offers the product or service at a 
price. 

(7) Becomes willing to take the chance of 
a loss of value of the payment re- 
ceived. 

(8) Indicates a willingness to accept the 
price offered by the one who desires 
the product or service. 

(9) Determines the ability to pay of the 
one who desires the product or service. 


(10) Inspects the product or the perform- 
ance of the service. 

(11) Grants title to the product or to the 
benefits of the service. 

(12) Receives payment for the product or 
service. 


A purchase or sale will not result if the 
performance of any one of these func- 
tions is omitted. Some time may elapse 
between the performance of any two of 
them. The performance of these func- 
tions need not occur consecutively. These 
functions are universal; they have been 
performed as long as and wherever a 
marketing system has existed. 


THE Basic FUNCTIONS IN THE 
MARKETING OF CONSUMER 
Goops 


The methods by which some functions 
are performed are varied, and not always 
is it obvious that certain functions are 
performed. When a householder pur- 
chases some such article as a loaf of 
bread, the prospective purchaser be- 
comes conscious of hunger or of the fact 
that he will become hungry in the future. 
He may spend some time in considering 
several different articles and finally de- 
termine that the loaf of bread will best 
satisfy his hunger, or perhaps a glance 
at the bread is sufficient to determine 
that it is the article needed. From past 
experience he may know that the price 
at which the article is offered is ten cents, 
and he may not remember the fleeting 
moment when he decided or how he de- 
cided that this was well within the limit 
of the highest price he would pay. 

That the owner of the product has an 
establishment where such articles are 
customarily sold may be sufficient to in- 
dicate that the prospective seller is will- 
ing to sell; but it is only after perceiving 
the facts of the product by some or all 
of the senses that the prospective buyer 
can become willing to buy the product. 
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This may be accomplished by inspecting 
a counterpart of the product or hearing 
or reading a reliable description of it. 
Since value does not remain the same for 
all time, he must become willing to sub- 
ject himself to the possibility of loss of 
value before he acquires title. Offering of 
the price for the product and the accept- 
ance of the product at the price for which 
it is offered may be indicated by simply 
extending a coin in the direction of the 
seller or his agent. 

The owner of the product must decide 
to sell rather than to consume, or he can 
not become a seller. The price at which 
he sells may have been suggested by a 
third party. It may be the minimum 
price at which the prospective seller can 
sell or it may be well above his minimum. 
If the suggested price is not above the 
price at which he can sell advanta- 
geously, the prospective seller will not 
sell. Locating one who desires the prod- 
uct, Opening communication with him, 
and determining his willingness to buy 
may be accomplished by the appearance 
of the buyer before the prospective seller 
and the attuning of the senses of the 
latter to the former’s presence and ac- 
tions. 

The prospective seller may indicate 
his offer by simply possessing an estab- 
lishment where the article in question is 
ordinarily sold. He, too, must be willing 
to subject himself to a loss of value be- 
fore he can transfer title. That he has 
become willing to accept the price for the 
product offered by the prospective buyer 
and that he accepts the price may be in- 
dicated by extending a hand for the 
offered coin. A glance at the coin may be 
sufficient to indicate the prospective 
buyer’s ability to pay. Likewise, a 
momentary view of the product as itis 
handed to the buyer may be sufficient 
inspection to indicate that the product is 
the one being exchanged. 





TueE Basic FuNCcTIONS IN THE 
MARKETING OF INDUSTRIAL 
Goops 


Large industrial organizations also 
perform these functions, although the 
methods by which some of these func- 
tions are performed may not be so ob- 
vious as they are in some phases of the 
marketing of consumer goods. The man- 
agement is made conscious by the com- 
petitive struggle of a desire to lower 
their costs. When a particular process 
appears to be expensive, engineers may 
be delegated to study the process and 
determine the machine or method needed 
to reduce the cost of the operation. It 
may be decided that a giant punch press 
is needed. The specifications may then 
be drawn and an estimate of the cost 
made. The cost of the old method of per- 
forming the operation is known, and a 
price which exceeds that cost will not be 
paid for the specified machine. 

A seller may be located by consulting 
a directory of manufacturers and the 
specifications mailed for a bid on the 
machine. If the seller has the facilities 
for producing the machine and if he 1s 
not operating at complete capacity, he 
may indicate a ready willingness to man- 
ufacture the machine by sending a mem- 
ber of his sales force who will attempt to 
persuade the prospective buyer to com- 
plete the purchase. The prospective 
buyer, noting the eagerness of the 
prospective seller to sell, may offer a 
price for the machine which is somewhat 
lower than that which otherwise would 
be offered. 

The bargaining may be prolonged and 
be carried on with several different man- 
ufacturers before the prospective pur- 
chaser becomes willing to accept the 
product on the terms at which it is 
offered by a prospective seller. The 
prospective buyer realizes that almost an 
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infinite number of circumstances—such 
as a rapid improvement in processes or 
a sudden change in demand for finished 
products—may cause the value of the 
equipment to decline very rapidly. 

The willingness to accept the machine 
at the price at which it is offered may be 
communicated by telephone and con- 
firmed by letter. While the machine is 
under construction, the engineers may 
visit the seller’s factory and inspect the 
production of the machine, and this in- 
spection may continue after the machine 
is installed in the purchaser’s factory. 
The payment for the machine may be 
made by check, note, stocks, bonds, or 
cash, and it may be made immediately 
or deferred. The passing of title to the 
machine may be made conditional upon 
the making of certain payments. 

There is not much doubt that organi- 
zations which are in business for a 
profit have determined to sell. Many of 
them, however, experiment with prod- 
ucts which never reach more than the 
experimental stage. For various reasons 
it may be decided not to sell a particular 
product. If it appears that the product 
can be sold successfully, however, small 
lots of it may be manufactured and the 
costs of production accurately kept. 
These costs then serve as a basis for de- 
termining the selling price. 

The cost of production is not necessar- 
ily the minimum price at which the 
prospective seller can sell. It may be 
that, in order to get the new product in- 
troduced, he will sell at a price consider- 
ably below the cost of production. The 
location of prospective purchasers and 
opening of communication with them 
may be done by salesmen. If a salesman 
finds that a prospective buyer is very 
willing to purchase, his task is an easy 
one. If the salesman is representing a 
firm which manufactures a built to order 
product, he may be called on to make es- 





timates and quote prices. The prospec- 
tive buyer already may have practically 
become willing to accept the product at 
the price it is quoted to him and so indi- 
cates this willingness. Likewise, the sales- 
man’s firm in establishing the basis for 
arriving at the quoted price has prac- 
tically become willing to accept that 
price for the product when it is quoted. 
The prospective seller may suffer a 
loss due to changes in the value of 
money, strikes, or other contingencies. 
The inspection department of the selling 
firm may give the product a thorough 
inspection to see that it meets the spec- 
ifications of the contract, while the legal 
department sees that papers necessary 
for the passing of title and the receiving 
of payment are properly signed. The 
actual receiving of payment may be 
handled by the company treasurer. 


ConDITIONAL MARKETING FUNCTIONS 


There are certain functions which may 
be performed; but their performance is 
not necessary in all cases in order that 
a purchase or sale may be completed. 
Their performance depends on a condi- 
tion. They are the conditional marketing 
functions. The number of conditional 
marketing functions varies with changes 
in market conditions. 

The most frequently occurring condi- 
tion, one which occurs in the marketing 
of both commodities and services, is that 
the prospective buyer is not as willing 
to buy as the prospective seller is willing 
to sell or vice versa. In other words, any 
of the following conditions may exist. 

Prospective Seller 


A. Willing or eager to sell 
at the price offered by 
the buyer. 


Prospective Buyer 

B. Not very willing or 
eager to buy at the 
price asked by the 
seller. 

C. Not very willing or D. Willing or eager to 
eager to sell at the buy at a price offered 
price offered by the to the seller. 
buyer. 


E. Willing or eager to sell F. Willing or eager to 











260 





THE FOURNAL OF MARKETING 





at the price offered by 
the buyer. 
G. Not willing to sell at 


buy at the price of- 

fered to the seller. 
H. Not willing to buy at 
the price offered by the price asked by the 
the buyer. seller. 


When condition AB (a “buyer’s 
market’’) exists, the prospective seller 
may attempt to stimulate the desire to 
buy of the prospective buyer. When 
condition CD (a “‘seller’s market’’) 
exists, the prospective buyer may at- 
tempt to stimulate the desire to sell of 
the prospective seller. When condition 
EF exists, neither finds it necessary to 
stimulate the desire of the other. When 
condition GH exists, each may attempt 
to stimulate the desire of the other. The 
methods used to stimulate desire seem 
to be limited only by the ingenuity of 
sales and advertising executives and 
others. 

Transporting, packing, storing, as- 
sembling, and dividing have been called 
marketing functions. The performance of 
all these functions depends on tangibil- 
ity. Intangibles such as the rights and 
liabilities of insurance contracts, the 
rights and liabilities of a bond, or the 
rights and liabilities or a real estate lease 
are not transported. Written evidence 
that these rights have been transferred 
may be transported. That is, the insur- 
ance policy, bond, or lease may be trans- 
ported; but these are only evidence of 
the rights and liabilities which have been 
transferred. Transfer of title to rights 
and liabilities implies the giving and re- 
ceiving of payment which are indicated 
as functions 11 and 12. 

To pack a thing or to prepare it for 
shipment, it must be tangible, and cer- 
tain of its features, such as fragility or 
perishability,emust make packing neces- 
sary. The performance of this function 
also depends on whether or not the 
property in question is to be transported. 
Storing involves the protection of 


commodities from foreseeable and unfor- 
seeable happenings. The performance of 
this function depends on what course of 
action the owner chooses and the nature 
of the commodity. 

Assembling has been defined as buy- 
ing, as bringing together a variety of 
products, and as bringing together 
smaller lots of the same commodity to 
form a larger lot. Assembling can not be 
accepted as being synonymous with the 
basic functions performed by the buyer. 
Whether or not a variety of products 
will be brought together, or whether this 
lot will later be divided into smaller 
lots, depends on what course of action is 
thought best at a given time. 

Risking, financing, standardizing, and 
grading have been named as marketing 
functions. Risking is defined as taking a 
chance of the loss of value, and it has 
been indicated as one of the basic mar- 
keting functions. Financing is a method 
of giving payment to the seller. 

When the prospective buyer deter- 
mines the product or service needed to 
satisfy his desire, he determines specifi- 
cations. In other words, he establishes a 
standard for the product or service de- 
sired. Whenhe inspects the product or the 
rendering of the service, he determines 
whether or not his specifications are 
being met. That is, he grades. When the 
prospective seller determines to sell the 
product or service, he determines tlie 
specifications or standards of what he is 
selling, and when he inspects the product 
or service which is being sold, he grades. 

Numerous other actions have been 
called marketing functions. Enough has 
been shown, however, to indicate that 
further analysis will show such actions 
to be combinations of the basic and con- 
ditional functions, or methods of per- 
forming these functions, or conditional 
functions. 
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TWO TYPES OF ERROR MADE IN THE COMPUTATION 
OF DEGREE-DAYS 


NICOLO PINO, M.B.A. 
Arlington Heights, Ill. 


B’ “DEGREE-DAYS” is meant the number of 
degrees that the mean temperature of one 
day is below 65 degrees. It is assumed that 
people begin heating their premises when 
the temperature falls below 65 degrees. The 
amount of fuel used for space heating is di- 
rectly proportional to the number of degree- 
days. Degree-days are thus an excellent de- 
vice to gauge the market for fuels used in the 
heating of homes and other buildings, and 
they are employed for such purposes by pub- 
lic utilities and by fuel dealers. 

As the definition implies, the number of 
degree-days for one day is computed by tak- 
ing the difference between the mean temper- 
ature of the day, if it is lower than 65 de- 
grees, and 65 degrees. The mean temperature 
isthe arithmetic mean of the maximum andthe 
minimum temperatures for the same day. If 
the mean temperature is 65 degrees or higher, 
no degree-days are counted, even though the 
minimum temperature is below 65 degrees. 
As will be seen below, that procedure of com- 
putation is not consistent with the theory 
that is its premise, for it uses the mean tem- 
perature rather than the instantaneous tem- 
peratures throughout the day. The total 
number of degree-days in each month and in 
the heating season are compared with the 
“normal” for the locality. In Chicago, IIl., 
the number of degree-days has been estab- 
lished at 6300 for the normal heating season. 

The method of computation outlined 
above has apparently been found satisfactory 
for practical purposes except for the days and 
months when the number of degree-days is 
low or equal to zero. However, the use of the 
mean temperature rather than of the instan- 


taneous temperatures introduces two types of 
error. 

First, the ordinary procedure will give an 
excess or a defect of degree-days depending, 
respectively, on whether the temperature has 
maintained itself close to the maximum or 
the minimum most of the day. An extreme 
case would be one in which the temperature 
remains at $5 degrees for 23 hours and at 65 
degrees for the remaining hour of the day. 
Such a day would have, according to the or- 
dinary method, a mean temperature of 60 de- 
grees and a number of degree-days equal to 
5, while it is obvious that, as far as the amount 
of fuel used in heating is concerned, a mean 
temperature of 55 degrees and a number of 
degree-days equal to 10 would be more valid 
than the figures given by the ordinary 
method. In other words, the mean tempera- 
ture is not an adequate measure of the area 
enclosed between the temperature curve (if 
such curve is below 65 degrees at all points) 
and the 65-degree ordinate. In view of the 
fact that such errors may occur in either di- 
rection they are compensated and possibly 
eliminated when the totals are taken for pe- 
riods of one month or longer. The total num- 
ber of degree-days for a month is likely to be 
closer to the theoretical number than it is on 
each individual day. The error may be seri- 
ous for certain individual days, its chance of 
being the greatest residing with those days in 
which the difference between the maximum 
and the minimum temperatures is the great- 
est. 

The second type of error is caused by the 
averaging of maximum temperatures equal 
to or higher than 65 degrees with minimum 
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TABLE 1. Torat Montuiy VALvEs oF D anp or D; ror Days with MAximuM TEMPERATURES 


July 1939 to June 1940 


Asove 64 Decrees AND Minimum TEMPERATURES BELow 65 DEGREES 































































































Month and Year Number of Days Sums of D, Sums of D D,—D 
July, 1939 9 2.82 ° 3 
August 13 12.05 4 8 
September 19 82.41 53 29 
October 15 77.51 63 15 
March, 1940 2 15.58 14 I 
April 5 43.00 34 9 
May 8 29.28 17 12 
June 21 $1.92 21 31 
Totals 92 314.57 207 108 
July, 1940 13 22.99 12 II 
August 7 14.87 8 7 
September 18 $7.23 41 16 
October 13 70.32 51 19 
November 2 14.74 16 —I 
April, 1941 II 41.14 29 12 
May 18 61.42 39 22 
June 13 35.86 23 13 
Totals 95 318.57 219 99 
TABLE 2. Co-orDINATE DistrIBUTION BY VALUES OF D anp oF D;, or Days with Maximum 
TEMPERATURES HIGHER THAN 64 DEGREES AND MINIMUM TEMPERATURES LOWER 
THAN 65 DEGREES 
July 1939 to June 1941 
Number of Days with Value of D, Equal to 
Values of D \ 0.4 | 2.4 | 2.4 | 3.2 | 4.2) 5.2) 6.2 | 7.2 | 8.24 | 9.2 | 20.11 75.1)| Totals Means 
to | to | to | to | to | to | to | to | to | to | to | to of Ds 
1.0 | 2.0 | 3.0 | ¢.0| 5.0| 6.0| 7.0 | 8.0 | 9.0 | 10.0! 17.0| 16.0 
° so | 21 14 | Io I 96 1.38 
Spring 14 | 12 6 7 39 1.65 
Fall 36 9 8 3 I 57 5.2 
I I 5 5 5 I 17 2.5 
2 I 2 I 4 4-5 
3 6 | 9 5} 4|1 2 27 4.2 
4 I I I 3 4-5 
5 1 3 4} 2 3 13 5.8 
6 I I 6.5 
7 I 2 5 1 I 10 7.5 
8 2 2 9.5 
9 I I I 4 7 8.6 
10 I I 2 11.5 
II I 2 3 10.2 
15 I I 15.5 
16 I I 15.5 
Totals | si | 26 | 25 | 27 | 12 | 12 7 12 2 7 3 3 187 
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temperatures lower than 65 degrees. The area 
enclosed between the 65 degree ordinate and 
that portion of the curve that is below 65 de- 
grees theoretically is proportional to the 
amount of fuel required for heating and that 
is what should be used in determining the 
number of degree-days for the day. The pro- 
cedure outlined, however, has the effect of 
deducting from that area the other area en- 
closed between the 65-degree ordinate and 
the portion of the temperature curve that is 
above 65 degrees. 

Consequently, in these cases the number of 
degree-days computed with the ordinary 
method is always lower than the theoretical 
number, unless the result is compensated by 
a contrary error of the first type. On many 
days the mean temperature will be 65 degrees 
and no degree-days will be shown although 
the temperature has been below 65 degrees 
for part or most of the day. The greatest er- 
ror of this type will occur when the difference 
between the maximum and the minimum 
temperatures is the greatest and the mean is 
the closest to 65 degrees. 

An empirical method of reducing the mag- 
nitude of both types of error will be that of 
computing “‘degree-hours” and divide their 
sum for the day by 24. That would be ap- 
proximately as measuring the area of the por- 
tion of the temperature curve lying below 65 
degrees. In the following formula: 


_ 2: 


24 


(1) dD, 


D, is the number of degree-days computed by 
the suggested method (to distinguish it from 
that computed by the ordinary method, 
which will be called D), and H; is the number 
of degrees that the temperature of each hour 
is below 65 degrees. 

To determine the magnitude of the errors 
of the second type the values for D, and for 
D were computed for each day with a maxi- 
mum temperature higher than 64 degrees 
and a minimum temperature lower than 65 
degrees of the period between July 1, 1939, 
and June 30, 1941. The hourly temperatures 
taken by the United States Weather Bureau 
at the University of Chicago were used. The 


summary of the results is shown in Tables 1 
and 2. 

Table 1 presents by months the values for 
D, and for D added for the days used in the 
computations, and the differences of such 
values. The differences are fairly high for the 
months of mild weather. That is possibly one 
explanation of the lack of correlation between 
degree-days and fuel requirements in the 
months in which the number of degree-days 
is low noticed by researchers who have 
worked on the problem. 

If it is assumed that there is no difference 
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Cuart 1. Hourly Temperatures in Chicago. 

June 14, 1940—Temperatures: maximum, 82; mini- 
mum, 52; mean, 67. D=o; D,=3.6. 

October 27, 1940—Temperatures: maximum, 79; mini- 
mum, 52; mean, 65. D=o; D,=5.7. 

May 29, 1941—Temperatures: maximum, 82; mini- 
mum, 55; mean, 68. D=o; D,=3.6. 
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between D, and D on the days when the 
maximum temperature is below 65 degrees, 
or that if there are differences they will bal- 
ance in the monthly totals, the number of 
degree-days for each year will be higher by 
about 100 when it is computed with formula 
(1) than when it is computed with the ordi- 
nary method. That is a yearly difference of 
about 1.6 per cent of the normal number of 
degree-days for the heating season in Chi- 
cago. 

Although the aggregate error is relatively 
small and possibly of no practical impor- 
tance, the error for individual days may 
reach notable proportions, as Table 2 shows. 
Table 2 presents the co-ordinate distribution 
of the days for which the computations were 
made tabulated according to their values for 
D, and for D. Out of 96 days with value for 
D equal to zero in two years, 25 have a value 
for D, greater than 2; of these, 10 have a 
value for D; of between 3 and 4, and one has 
a value for D, larger than 5. The hourly tem- 
perature curves of the three days with value 
of D equal to zero and with the highest val- 
ues of D, are shown in Chart 1. 

Sixty-three per cent for the days with zero 
degree-days have a value of D, smaller than 1 
between July and December, while 36 per 
cent of such days have a value for D, smaller 
than 1 in the months from January to June. 
It is likely that larger differences between D 


and D, will be found in the spring than in the 
fall of any heating season among the days 
with zero degree-days. 

Further, the mean values for D, for each 
value of D are noticeably higher than D for 
the lowest values of D. The means for the 
higher values of D are not sufficiently relia- 
ble to draw a conclusion, due to the smallness 
of the sample, but there seems to be some 
evidence there that for the higher values of 
D the difference between D, and D tends to 
be relatively unimportant. 

Whether formula (1) gives results suffi- 
ciently more correct than the ordinary method 
to warrant its adoption in practice is a mat- 
ter of practical judgment. Its use might be 
limited to those days with a maximum tem- 
perature higher than 64 degrees, a minimum 
temperature below 65 degrees, and a mean 
temperature of between 61 and 69 degrees. 
Other sources of error, such as differences in 
temperature among various sections of the 
same city, might be so important as to make 
useless a refinement in the computations. On 
the other hand, formula (1) might not be suf- 
ficiently refined for the purpose of gaging the 
market for fuels used in space heating and a 
more complicated one should be adopted, for 
instance, one using a base lower than 65 de- 
grees for the night hours of small fuel use and 
a base higher than 65 degrees for the day- 
time. 


A SIMPLE WAY OF MAKING CHARTS FOR REPORTS 
AND PRESENTATIONS 


HANS ZEISEL 
Market Research Company of America 


HE TWO main difficulties in drafting statis- 
T tical charts are lay-out and lettering. 
Often one decides to do without graphic pres- 
entation because an expert draftsman is 
either not at hand or is too expensive. In this 
situation the following procedure will yield 
good results: 

The chart is laid out on analytic graph pa- 
per (usually 84X11) which can be bought 
from any stationer. Ten lines to an inch is the 


preferable pattern of cross-section, but any 
other will do. Laying out a certain number of 
bars or other graphic elements on such paper 
offers minor difficulties only. One arranges 
the bars conveniently by making use of the 
predivided paper, leaving enough space for 
typewriter lettering. Then one draws the 
proper lines by merely accentuating the lines 
of the graph paper; black India ink will give 
the best results, but any soft lead pencil will 
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be almost as good. After the lines are drawn 
the lettering is put in by typewriter (Fig. 1). 

The finished chart is then photostated. 
The green or blue lines of the graph paper 
disappear during the photostatic process, 


a moderate price (Fig. 3). These enlarge- 
ments are usable for presentations before 
large audiences. Through the photostatic 
printing process such charts obtain a profes- 
sional character which they otherwise have 
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New York 














Fige 2 


and so do all minor blemishes in the resulting 
positive, leaving a clean and handsome chart 
(Fig. 2). The effect is spotless even when the 
original chart shows erasures or corrections 
pasted on the original draft. 

Another advantage of this method is that 
by blowing the positive up to double or two 
and a half times the size of the orignal, charts 
17X22 or larger can be produced quickly for 





Fige S 


only if done by a very good chart maker. The 
finished photostats may then be colored with 
crayons or inks, or by putting colored paper 
or cellophane tape strips into the photostated 
bars. 

None of the mentioned manipulations 
need a draftsman. Any intelligent clerical 
help will produce good results. 











Research in Marketing Completed 


and in Progress 


Editor ROLAND S. VAILE, 
Associate Editors: Raupw F. Breyer, CHares F. Puituips and J. Harotp STEHMAN 








Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is hoped 
that this method of designation will lead to 
easy reference by our readers. Suggestions 
from them as to desirable changes will be 
welcomed by the editors. 


List or GENERAL HEADINGS 


. Advertising 
Commodity Studies 
Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
Product Analysis 
. Consumer Studies 
. Cost of Marketing 
. Foreign Trade 
Functional Marketing 
Cooperative Marketing 
~redit—Mercantile and Retail 
Retailing 
Transportation 
Warehousing 
Wholesaling 
Government and Marketing 
Federal, State, Local Regulation 
. Taxation 
. Marketing Theory 
. Prices and Price Policies 
Statistics 
General Market Statistics 
Market Area Studies 
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23. Research Technique 
24. Miscellaneous 
25. War and Marketing Policy 


1. ADVERTISING 


1.1 Books for the Advertising Man. New 
York: Advertising Federation of Amer- 
ica, 1942. 35 pp. $1.00. 

This is the new dasic bibliography of the 
Federation, which takes the place of the 1935 
edition and its 6 annual supplements. Subse- 
quent supplements will keep the present edi- 
tion up-to-date. The present bibliography 
lists 1,414 books, practically all of which were 
published during the period 1923-1941. 
There are 57 different subject headings. In 
addition, there is an index to authors, of 
which there are 1,055, and a directory of pub- 
lishers that contains 353 names and addresses. 

A handy reference tool. 


1.2 Advertising in a War Economy. New 
York: Hearst Corporation. 46 pp. 
Free. 


The first 9 pages discuss the question 
“Why Should We Advertise?” There follows 
25 full-page reproductions of wartime adver- 
tisements, the basic theme of each being 
noted. A consideration of what to advertise, 
where to advertise, and “‘the Hearst News- 
papers and Business” conclude the presenta- 
tion. A pamphlet entitled ‘““How American 
Free Enterprise Will Win the War,” being 4 
reproduction of various articles appearing in 
Hearst newspapers since December 7, 1941, 
is inserted in a pocket on the rear inside cover 


page. 

1.3 Life’s Continuing Study of Magazine 
Audiences. New York: Time, Inc., 
Report No. 6, Sept. 1, 1942. 47 pp- 
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In form and content it is basically the 
same as Report No. §, but, since its field 
work spanned the first nine months after 
Pearl Harbor, it sheds some light on the 
war’s initial effect on civilian magazine read- 
ing during this transitional period. 

A special feature of this report is the audi- 
ence study that was made among the armed 
forces confined to the continental United 
States. During May and June 1942 some 
2,400 service men distributed among 26 dif- 
ferent areas adjacent to army camps, army 
and navy airfields and bases, and navy yards 
were interviewed. The results show “that 
the weekly magazine reading level of men in 
the United States armed forces confined to 
the continental United States was, at the 
time of the survey, approximately twice that 
of otherwise comparable civilian men.” 


1.4 The Editorial Division of Reader Re- 
search of the McCall Corporation has re- 
cently prepared a presentation on the Read- 
ing Trends in four women’s service maga- 
zines. The report covers the first eight 
months of the 1942 war economy. Currently 
successful editorial elements and themes are 
identified. The report can be inspected at the 
McCall Corporation offices in New York, 
Boston, Chicago, Detroit, San Francisco and 
Los Angeles. 


1.5 There are in progress in the School of 
Business, University of Chicago, graduate 
research projects on “4 Rational Guide to the 
Selections of Media for Advertising Cam- 
paigns,” by Seymour Banks and “The Effec- 
tiveness of Pharmaceutical Advertising” by 
Bernard Belley. Both studies are reports for 
M.B.A.’s with honors and should be com- 
pleted by the middle of 1943. 


3. MARKETING FARM PRODUCTS 


3-1 Seasonal Variation in Production in the 
New York Milkshed, and Its Relation 
to Production-Adjustment Plans. An- 
son J. Pollard, Cornell University, in 
cooperation with the Cooperative Re- 
search and Service Division, Farm 
Credit Administration. 


This study was made for the purpose of 
measuring the differences in seasonal and in 


total deliveries of milk by various groups of 
producers in the New York milkshed and in 
the butterfat content of milk delivered by 
these groups, and of determining how the 
price returns of these different groups would 
be affected by certain modifications in the 
method of paying producers, designed to ad- 
just the supply of milk either seasonally or 
annually. Ever since the fixing of milk prices 
by public authorities was undertaken in 1933 
many persons interested in the welfare of the 
dairy industry have been concerned lest the 
production of milk might be stimulated much 
beyond the needs of the markets for fluid 
milk and cream. Interest in the possibilities 
and methods of milk-production control or 
adjustment has increased further since the 
more effective program of price regulation for 
the New York market was established in 
1938 under concurrent state and federal or- 
ders. 


3.2 Food in Wartime. A series of publications 
by the University of California Press. 


3.2.1 Rationing and Control of Food Sup- 
plies. J. M. Tinley. This is the first in the 
Food in Wartime series of pamphlets being 
published by the University of California 
Press. In addition to giving the modern 
functions and mechanics of rationing in gen- 
eral, there are specific discussions of the 
methods used in each of the three countries, 
United Kingdom, Germany and the United 
States, during World War I, and World War 
Il insofar as data are available. Since infor- 
mation on food is regarded as a “military 
secret,” only meager, and probably not very 
reliable, information is available in regard to 
production, stocks, and consumption of food, 
especially in Germany. 


3.2.2 Wartime Transportation and Distribu- 
tion of Foods. J. M. Tinley. After contrasting 
what has happened with respect to food 
transportation and distribution in the United 
Kingdom and Germany, this study analyzes 
some possible developments in this country. 
A number of economies are mentioned as 
practical if the necessity arises. The market- 
milk industry is used as a specific example 
because milk is one of the most important 
single foods in the diet of American families. 
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3-2.3. Planning for Total Food Needs.E.C. 
Voorhies. After discussing the nutritional re- 
quirements of people and the sources of 
supply and consumption of foods, the author 
compares and contrasts the methods of con- 
trol of food in each of the three countries, 
Germany, United Kingdom, and the United 
States. The food problem of a country in 
wartime is made more difficult because the 
total food needs in time of war are higher 
than in time of peace, and sources of supply 
are likely to be reduced. The production of 
food products in the United States is suffi- 
cient for domestic consumption (without the 
luxuries) but the problem is to provide for 
our Allies and to build up stockpiles to aid 
in feeding at the close of the war the peoples 
of the nations now overrun by the Axis 
powers. 


3.2.4 Adapting Fruit and Vegetable Prod- 
ucts to War Needs. W. V. Cruess, M. A. 
Joslyn, and Gordon Mackinney. This pam- 
phlet discusses the various problems of pro- 
duction and preservation of fruits and vege- 
tables in relation to their effects on the food 
industries and the consumer. It is confined to 
the United States in its scope, and gives the 
advantages and disadvantages of preparing 
and preserving foods by the different meth- 
ods such as drying, dehydrating, canning, 
freezing, etc. 


3.2.5 Control of Food Prices. J. M. Tinley. 
This study points out that war brings infla- 
tion principally because productive activity 
is on a much greater scale than in peacetime 
and that shortages develop for many of the 
important factors of production. Increased 
buying power in the face of shortages of 
supply is the most important single force 
operating toward rising costs of living in 
time of war. The government can develop a 
number of coordinated measures designed to 
get at the basic causes of inflation such as to 
establish direct or indirect control over all 
essential war materials, to encourage ex- 
pansion in the production of supplies in 
which scarcities are felt, and to decrease the 
volume of buying power in the hands of the 
civilian population by either taxation or 


saving. Two additional measures appear to 
be essential weapons in the necessary “battle 
against inflation.” These are rationing and 
price control. The last few pages of the 
pamphlet are devoted to a discussion of price 
control in World War I, and the existing con- 
trol as administered in Germany, United 
Kingdom, Canada and the United States. 


3.2.6 Farm Problems in Meeting Food 
Needs. R. L. Adams. This bulletin points up 
the fact that only a small expansion in farm- 
ing is possible because of limitations of land 
and soil, the climate, disease and insects, and 
favorable financing; also that expansion can- 
not be brought about in a relatively short 
time as in a factory, but must be spread out 
over a period of several years. The problems 
that agriculture must meet in the United 
Kingdom, Germany and the United States 
are discussed and contrasted. 


3-3 Studies by the Agricultural Marketing 
Administration 


3.3.1 New Practical Forms of the Stand- 
ard Wool Grades. In response to requests 
from producers, handlers and manufacturers 
of wool for practical forms of the official 
standard grades containing larger amounts of 
wool, the Agricultural Marketing Adminis- 
tration has now developed an improved 
method of illustrating the grades. 

The AMA has prepared and distributed 
practical forms of the official standards for 
grades of wool since their promulgation in 
1923. These forms consist of a mounted array 
of samples illustrative of the grades. The 
specimens of wool used are made up of only 
a few staples and this has, in some instances, 
made it difficult for those using these sets of 
standards to obtain the maximum benefit 
from them. 

In the wool industry, when a sample is 
drawn it shows the range of fineness of the 
wool found within that particular grade— 
bearing in mind that britch ends, although 
present in the graded fleeces, are not included 
in the sample. By including in a sample of 
wool portions from a number of fleeces from a 
grade, a much clearer picture of the grade it- 
self will be shown. 
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The new forms, which have been prepared 
and are ready to be submitted to the indus- 
try for comments, contain from one-half to 
one pound of wool of each grade instead of 
the few staples in the older sets. In addition 
to supplying a larger amount of wool, the 
two coarser grades, Common and Braid, 
have been combined. It is the custom in the 
United States when grading domestic wool to 
place these grades together, as the amount 
produced is relatively small. 

The terminology used to designate the dif- 
ferent grades is that known as the “blood” 
terms which, over a period of years, have be- 
come quite familiar to the producers. Terms 
based on spinning counts have been elimi- 
nated, as their use has tended to confuse 
growers with respect to the fineness of the 
grades. Those who have seen the newer forms 
believe that they will be extremely helpful to 
the handlers of wool in grading to the stand- 
ards. The use of the official grades in specifi- 
cations for wool manufacture has shown a 
substantial increase in recent years and the 
improvements now being made _ should 
further stimulate this growth. 


3.3.2 Cotton Testing Service. In the future, 
many cotton mills may select their raw cot- 
ton on the basis of the variety of cotton and 
the area in which it is grown. Several mills 
are utilizing the cotton fiber and spinning 
test service of the Agricultural Marketing 
Administration this season in an effort to 
select cotton that will meet their require- 
ments. Using published reports of the test 
results obtained in the Department’s labora- 
tories, these mills are selecting several cot- 
tons that look promising to them, and sub- 
mitting samples of these cottons, as well as 
of their current mixes, to the Department for 
comparative tests. In at least one case, the 
price to be paid by the mill will be de- 
termined on the basis of its actual spinning 
quality, as determined in the laboratories. 

The testing service is a continuing project 
and was begun last year, under the terms of 
the Act of April 7, 1941. The regulations pro- 
vide for tests on a fee-per-sample basis, for 
cotton breeders and others. Fees range from 
20¢ to $40 per sample, depending upon the 
kind of test desired. 





3-3-4 Enriched Flour. In May and June of 
1942, the AMA conducted a survey of 715 
retailers and 12 millers throughout the 
country to determine the extent of avail- 
ability of enriched flour to the average con- 
sumer, and trade and consumer acceptance 
of the product. Interviews were conducted 
by trained personnel and questionnaires com- 
pleted at the time of the interview. The in- 
formation obtained is being used in educa- 
tional phases of the Administration’s dis- 
tribution programs. 


From these studies, it was concluded that 
enriched flour is stocked by virtually every 
grocer in urban areas of the West and Mid- 
west, by about 9 of every 10 grocers in the 
Northeast, but only by 3 of every 4 in the 
South. The number of retailers stocking it 
represented an increase of 6 per cent during 
the previous 9 months ‘ut no increase oc- 
curred in the Northeast and South. 

In most areas, enriched flour comprised 
from 50 to 75 per cent of total flour sales, but 
in the South such flour comprised only 34 per 
cent of total sales. 

Price differentials between the two types 
have decreased considerably since the en- 
riched product became available, and exist- 
ing differentials have resulted mostly from 
the fact that only the higher-quality flours 
are enriched. 

It appears that the consumption of en- 
riched flour has not increased as much as 
may have been expected in view of the great 
difference in the nutritive value of the two 
types, despite the fact that it is probably 
stocked by a sufficient number of stores to 
make it accessible to most consumers. Part 
of the failure to buy this product more gen- 
erally may be attributed to consumers’ lack 
of knowledge, but a great part is probably 
due to many retailers’ indifferent attitude 
toward the enriched product and the failure 
of the campaigns that have been conducted 
to overcome the natural disinclination of in- 
dividuals to change their purchasing or sell- 
ing habits. 


3-3-5 Market Effect of Release of Govern- 
ment Cotton Stocks Studied. Under the general 
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cotton sales program approximately one mil- 
lion bales were sold by the Commodity Credit 
Corporation in the first half of 1942. The 
cotton was sold “‘on call,’”’ based on a futures 
price, with the price to be fixed later. A 
study is now being made by the Agricultural 
Marketing Administration of the futures 
operations of leading merchants which were 
connected with their purchases of spot cot- 
ton under the program. The hedging policies 
and the price effects, particularly at the time 
of price-fixing, are being considered. Reports 
showing futures and spot commitments of 
larger traders required under the Commodity 
Exchange Act provide the basis for the study. 
It will give information on the marketing 
mechanism involved subsequent to the re- 
lease of Government stocks. 


3-3-6 Organized Trading in Butter and 
Eggs Examined. Organized futures markets 
in butter and eggs are of more recent origin 
than those in most commodities. It has been 
possible, therefore, for the Agricultural 
Marketing Administration to examine the 
forces leading to the development of organ- 
ized trading in these commodities at Chicago. 
The study has revealed that the primary pur- 
pose was for the enforcement of contracts. 
Through market organization, contracts 
were margined by both parties, penalties 
were provided for defaults and more definite 
grades were established. Little attention was 
given at first to transference of risks through 
hedging, but its importance increased rapidly. 
The study by the AMA, which is nearing 
completion, also considers the influence of 
formal exchange organization and rules upon 
price determination. 


3.7 Consumer Packages for the New York 
Apple Crop. Felix E. Stanley. Cornell 
University, September, 1942. 


This is a thorough study of the advantages 
and disadvantages of various methods of 
packing apples. 


3-8 There is in progress in the School of 
Business, University of Chicago a graduate 
research project on the Wholesale Market- 
ing of Seed, by Philip Warner Clark. 


8 CONSUMER STUDIES 


8.1 roth Annual Consumer Analysis of the 
Greater Milwaukee Market. Milwau- 
kee: The Milwaukee Fournal, 1942, 
pp. 126. 

This is the latest of the well-known series 
of studies of brand preference, volume of con- 
sumption, ownership, and dealer distribution 
conducted in the Greater Milwaukee Market 
by The Fournal since 1922. Its form and 
content are substantially the same as that of 
its recent predecessors. The bulk of the items 
included in this edition were also covered in 
one or more of the previous studies, which af- 
fords a considerable range of comparative 
data. In making such comparisons, however, 
it is necessary to allow for the fact that the 
area covered by this year’s survey has been 
increased to correspond with the new ABC 
City Zone. 


8.2 Income and Spending and Saving of 
City Families in Wartime. Alice C. 
Hanson, Jerome Cornfield, Lenore A. 
Epstein, Monthly Labor Review, Sep- 
tember, 1942. 

Although we are experiencing a wartime 
increase in dollar incomes, in the first three 
months after Pearl Harbor, the city con- 
sumer purchased a smaller quantity of goods 
and merchandise than in the comparable pe- 
riod of the previous year. The only expendi- 
tures that showed substantial increases be- 
tween 1941 and 1942 were for food, fuel and 
medical care. Expenditures for household 
furnishings, such durable equipment as 
stoves and refrigerators and for new cars and 
tires were substantially reduced in the 1942 
period. 

The average consumer has increased his 
savings, especially in the form of war bonds 
and stamps. In contrast with a 1941 figure of 
7% of all money income going into savings, 
the 1942 figure is 11%. Over two-thirds of 
the increase in dollar incomes has gone into 
savings. 

While the majority of the population has 
experienced an increase in dollar income, 
about one-fifth of all consumers are finding 
themselves with dollar incomes which are 5% 
or more below the 1941 level. 
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8.3 America’s Changing Food Consumption 
1909-1941. Oris B. Wells, fournal of 
Home Economics, September, 1942. 


The chief characteristic of per capita food 
consumption in this country over the last 
three decades has been stability rather than 
change. This is the major conclusion of this 
statistical investigation of the annual per 
capita consumption of foods in this country. 

Within this general stability, however, cer- 
tain major changes take place. Cereal prod- 
ucts and potatoes have shown a downward 
trend, while both meat and eggs as well as 
fresh fruit consumption have remained fairly 
stable. At the same time the consumption of 
manufactured dairy products and vegetables 
have increased substantially. 

The author also points out the well known 
trend in the increased consumption of pack- 
age foods. 


8.4 Wartime Developments in Textiles and 
Clothing. M. Earl Heard, Yournal of 
Home Economics, September, 1942. 


In spite of the impact of the war on the 
textile industry, Mr. Heard paints rather an 
optimistic outlook for the civilian as far as 
textiles and clothing are concerned. Al- 
though approximately 50% of the productive 
equipment of the cotton textile industry is 
employed on defense orders, he points out 
that retail inventories of many cotton goods 
are larger than a year ago and, in view of am- 
ple supplies of cotton, there is little prospect 
of rationing of cotton goods. In the wool in- 
dustry where 65% of the productive capacity 
is on government orders, he likewise feels 
that the civilian will be provided “with warm 
strong fabrics.” The same optimistic tone is 
taken as regards the carpet industry. 

On the other hand, he looks for some short- 
age of rayon hosiery. Such a shortage would 
be important since the shortage of silk 
hosiery has been made up largely by the in- 
creased production of women’s full-fashioned 
hosiery made of rayon. For example, in July, 
1941 only a fraction of 1% of women’s full- 
fashioned hosiery production was of rayon. 
In contrast, by April 1942, 62.7% of the total 
production of such hosiery was rayon. 


8.5 The National Income, Output, and Ex- 
penditure of the United States of 
America, 1929-41. Economic Four- 
nal, July-September, 1942. 


Based mainly on figures published in the 
Survey of Current Business, this paper pre- 
sents published estimates of income, expendi- 
ture and savings of the United States for the 
1929-41 period. Since the figures are repro- 
duced largely from other sources, they make 
no net addition to our general knowledge. 
However, the classification used in this ar- 
ticle is such that the figures for the first time 
are made comparable with the official esti- 
mates for Great Britain. 


8.6 Wool and the War. Hiram S. Davis. 
Industrial Research Department, Uni- 
versity of Pennsylvania. 50 cents. 


A complete discussion of the supply and 
demand situation under wartime conditions. 


9. COST OF MARKETING 


9.1 Marketing Costs and Efficiency. N. H. 
Engle. Trusts and Estates, Sept., 1942. 


The author estimates the total costs of 
marketing as lying between thirty-five and 
forty billion dollars for 1941. This sum cov- 
ers ‘the movement of all commodities from 
production into final consumption.” While 
Dr. Engle grants that distribution costs are 
too high, he maintains that “‘there is no good 
evidence that marketing costs are higher or 
marketing efficiency lower on the average 
than are manufacturing or agricultural op- 
erations.” The article contains an estimate of 
marketing costs for 1929, 1935, and 1939 
broken down as among manufacturers’ costs, 
costs of farmers and other producers, whole- 
sale costs, retail costs, and transportation 
costs not included elsewhere. 


9.2 Standards and Tests of Efficiency in 
Oregon Stores. N. H. Comish, Professor of 
Business Administration in the University of 
Oregon. The study is being published in a 
series of eight articles in the Oregon Mer- 
chants’ Magazine. The articles began in the 
October, 1942, issue of the magazine and 
will run through to the May, 1943, issue, 
inclusively. 
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The objectives of the study are: (1) To 
discover the extent to which the different 
types of standards and tests are in use; (2) 
to determine the purposes for which mer- 
chants employ them; and (3) the adaptabil- 
ity of the standards and tests to the purposes 
for which they are intended. 

Data were collected from 525 selected Ore- 
gon merchants, scattered throughout the 
state, with the exception of the extreme east- 
ern part. The personal interview was em- 
ployed to gather the information. Some 34.5 
per cent of the retailers interviewed did a 
volume of business, ranging from $5,000 to 
$25,000 a year; 34.7 per cent, a volume from 
$26,000 to $50,000; 21.3 per cent, a volume 
from $51,000 to $100,000; and g.§ per cent, a 
volume of over $100,000 per annum. 


11. COOPERATIVE MARKETING 


11.1 Operations of Credit Unions in 1941. 
Monthly Labor Review, September, 
1942. 

At the end of 1941 there were 10,425 co- 
operative credit associations, with a member- 
ship in excess of 33 million persons and total 
assets in excess of $322,500,000. During the 
year loans were made to over 2,400,000 mem- 
bers, on which net earnings of $14,000,000 
were realized. 

These statistics for 1941 represent the fol- 
lowing increases over 1940: 


Number of credit unions 10% 
Volume of loans 18.6% 
Membership 25.2% 


It is interesting to note that increasingly 
the credit union movement is being spon- 
sored by consumers’ cooperative societies 
originally engaged solely in the marketing of 
goods. 


11.2 The Cooperative Movement and the 
War. Monthly Labor Review, Septem- 
ber, 1942. 


The cooperative movement has been seri- 
ously retarded by the present war. In the 
countries which have come under the domi- 
nation of the Axis powers, the cooperative 
movement has been largely subjugated or 
destroyed. For example, in Germany, Italy, 
Austria and Sudetenland, cooperatives with 
over 43 million members have been broken 


up. Although information is meagre, appar- 
ently cooperative groups with total member- 
ships in excess of 8 million have been de- 
stroyed in Spain, Czechoslovakia, Poland, 
Norway, Denmark, Holland, Belgium and 
France. Finland seems to be the only Axis- 
dominated country in which cooperatives re- 
main a significant factor in the national econ- 
omy. 

In contrast, in the countries joined to the 
Allied cause, cooperatives are playing an ac- 
tive part in sponsoring price control and ra- 
tioning programs. They have also encouraged 
active measures against “black markets.” 

This article reviews the cooperative move- 
ment in some detail for all areas outside the 
United States. 


13. RETAILING 


13.1 Self-Service Experiment in Depart- 
ment Stores. Viola Sylbert in Yournal 
of Retailing, October, 1942. 


This study is based upon questionnaires 
from sixteen department and specialty stores 
located outside of New York City, together 
with a number of interviews with New York 
City department store executives. While it in- 
dicates that there is no complete self-service 
department store, it does show that self-serv- 
ice is gradually making an inroad in this field. 
Not only is self-service used in low-price base- 
ment stores, but it is also being used in yard 
goods departments, gift departments, dress 
departments, book departments and china- 
ware departments. 

While the majority of stores using the self- 
service method have confined it to their 
lower-priced lines, the experience of other 
stores indicates that high-priced goods as 
well can be sold by this method. Likewise, 
both staple merchandise and promotional 
merchandise are sold by the self-service 
method. On the other hand, such articles as 
refrigerators, oil burners, pianos, and radios, 
which call for a considerable amount of ex- 
planation before the customer is ready to 
purchase, are not well adapted to the self- 
service technique. The author maintains that 
too many department store executives are 
looking with askance at the self-service 
method. The author’s point of view is well 
expressed in the statement, “‘People need less 
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assistance in making selections than store 
executives imagine. The right kind of goods 
properly but impersonally presented sell 
themselves a great deal better than the aver- 
age run of sales people sell them.” 

The author looks forward to an extension 
of self-service operations in the department 
store and feels that this extension will be 
more rapid because of the difficulties created 
by the war in securing help. 


13.2 The Merchant Keeps His Chin Up. 
Pearce C. Kelley and Kenneth Law- 
yer. National Retail Dry Goods Asso- 
ciation. July, 1942. $1.00. 


This 200-page mimeographed bulletin de- 
scribes experiences in merchandising and 
management of average stores during war- 
time. It includes timely chapters on market 
determination, stock selection, personnel re- 
lations, retail advertising and customer serv- 
ices, among others. 


13.3 Drug Store Products Have Come Out of 


Hiding. Charles M. Higgins in Ad- 
vertising &F Selling, October, 1942. 


This article contains some information on 
the trend toward more open display in the 
drug store. Actually, in an increased number 
of stores open display has gone to the point 
of self-service operation. The statistics used 
in this article were gathered by members of 
Outdoor Advertising, Incorporated, from re- 
ports on twenty-eight cities in each of the 
eight geographical divisions of the United 
States. These figures were considered as 
typical and projected to cover all drug stores 
as shown by the most recent Census of Busi- 
ness. 

The evidence presented is quite conclusive 
that in the stores with the greatest volumes 
the trend toward open display has progressed 
to the greatest degree. For example, 55 per 
cent of all stores with annual sales in excess of 
$300,000 were classified as ‘‘super” stores, 
with but 7 per cent of such stores classified 

s “old fashioned.” At the other extreme, 
Stores with annual sales less than $10,000 
were 85 per cent “old fashioned” and o per 
cent “‘super”’ stores. 

The article also points out that there is a 


trend toward open display even in the pre- 
scription department of the modern drug 
store. 


13.4 What to do About Civilian Selling in 
Wartime. Paul T. Cherington, /4d- 
vertising &F Selling, August, 1942. 


Relying heavily on information derived 
from the Bureau of Census, this article fore- 
casts certain changes in wholesale and retail 
personnel and in channels of distribution. 

Mr. Cherington believes that of the major 
occupational groups, the “‘clerical, sales and 
kindred” group is among the least indispen- 
sable. Consequently, he expects that the 
marketing field will be required to perform 
its work “‘with fewer people and inexperi- 
enced substitutes.”” This situation, in turn, 
will require a “more intelligent approach to 
personnel problems after the war is over.” 

Mr. Cherington points out that, under 
wartime conditions in England, one-third of 
all retail stores have gone out of business. He 
expects a high mortality in this country, es- 
pecially among the 54% of our stores which 
do 9% of our aang Not only will cus- 
tomers tend to avoid these high cost stores, 
but wholesalers, in an effort to reduce their 
cost of doing business, will be less eager to 
sell to them. Likewise among wholesalers, the 
mortality rate will be highest among small 
concerns. 


13.5 Who Supplies the Retailer. Walter 
Mitchell, Jr. and William Hayes. 
Dun’s Review, July, 1942. 


The United States Census of Manufactur- 
ers for 1939 presents data on channels 
through which manufacturers sell their goods. 
The survey presented in the present article 
complements the census tabulation by show- 
ing the buying channels of retailers. It is 
based upon a questionnaire sent to independ- 
ent retailers. More than 2600 such retailers 
gave information as to the proportion of their 
1941 merchandise bought from wholesalers 
and manufacturers. 

The results of the survey are analyzed into 
18 important trade groups, each group being 
sub-classified according to annual sales vol- 
ume. 
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The survey shows that at one extreme 
stand the eating and drinking places, food 
stores, automobile accessory dealers, and 
general stores. The average store in these 
four groups purchased at least go per cent of 
its requirement from wholesalers. At the 
other extreme stand the men’s clothing 
stores, shoe stores and women’s wear stores. 
In these groups the average store purchased 
15 per cent or less of its goods from whole- 
salers, the balance coming directly from the 
manufacturers. Apparently where physical 
perishability is involved a high percentage of 
goods are purchased from wholesalers while 
in style merchandise the retailer tends to go 
directly to the manufacturer. 

The survey also indicates that, regardless 
of the type of merchandise involved, as the 
annual sales volume of the store increases the 
percentage of goods purchased from whole- 
salers tends to decrease. 


13.6 Ideas Developed by Department Stores 
to Meet the Problem of Wartime 
Shortages. The Research Advisory 


Service. Distributed by the Liberty 
Bank of Buffalo, New York, June 23, 
1942. (Mimeo.) 


Lists 29 ideas gathered from a solicitation 
of 60 department stores of nationwide geo- 
graphical distribution. Some examples are: 
new low-price policy on all uniforms for offi- 
cers of the Army and Navy; emphasizing 
work clothes and equipment for men and 
women workers in factories, mills, and yards; 
promoting all repair departments more in- 
tensively; buying repossessed appliances, 
servicing them, and reselling them; taking on 
new lines such as magazine subscriptions, 
tile, old clocks, antique jewelry; expanding 
certain departments such as the unpainted 
furniture and the year-round toy depart- 
ments. 


13.7 1941 Departmental Merchandising and 
Operating Results of Department 
Stores and Specialty Stores. New 
York: Controllers’ Congress, National 
Retail Dry Goods Association. 1942. 
$5.00. 


13.8 Proceedings of the Fourth Complaint 
Prevention Clinic. Pittsburgh: Re- 
search Bureau for Retail Training, 
University of Pittsburgh, September, 
1942. 


The main theme of the Clinic was “‘Cus- 
tomer Relations in Wartime.” The Proceed- 
ings highlight the best thinking of 25 of the 
nation’s leading stores on that subject. New 
ideas, pointed suggestions, and illuminating 
comment have been digested and condensed, 
and are cast into a more orderly arrange- 
ment under the following major headings: 
Quality Complaints, Bill Complaints, Dam- 
age Complaints, Non-Delivery Complaints, 
Miscellaneous Complaints, and Operating 
Problems. The emphasis is upon prevention 
methods, of course, and numerous problems 
arising specifically out of war conditions are 
touched upon. A “Complaint Prevention 
Check-list for Christmas, 1942,” containing 
some 40 items, consumes the last 6 pages of 
the Proceedings. 


13.9 Inventory Accounting Procedure and 
Control. H. T. McAnly, C.P.A. Chain 
Store Age, October, 1942. 


Two methods of minimizing the influence 
on profits caused by fluctuations in inventory 
values are discussed in this article. The first 
is the “‘last-in, first-out”’ method of inventory 
valuation. Under the Lifo method, inven- 
tory is not treated as a physical flow of 
merchandise; but rather, the cost of last 
items purchased are assigned to the first 
items sold. As compared with the “‘first-in, 
first-out” method, the Lifo procedure re- 
sults in lower profits when prices are rising 
and larger profits when prices are falling. 

A second technique to reduce profit fluc- 
tuations consists of setting up a reserve to 
cover future price declines. In other words, in 
a period of rising prices, a reserve would be 
established, which reserve would be drawn 
upon during periods of falling prices. Even 
under this procedure, however, the de- 
termination of credits or charges to the re- 
serve would ordinarily follow the “‘last-in, 
first-out”’ principle. 
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13.10 Master Store Control Solves Ready- 
to-Wear Problem. Bert Dale in 
Chain Store Age, October, 1942. 


Students of retailing will find this article 
of interest in that it shows how a relatively 
small chain can make use of some of the 
buying, receiving, and inventory techniques 
ordinarily found in larger organizations. 
Specifically the article indicates how a chain 
of six stores changed its policy of ship- 
ments from resources to each store to one of 
concentrating al] shipments in a single store. 
The results were (1) a substantial saving in 
transporation costs; (2) reduced receiving 
and marking costs, since these functions were 
performed in a single store, and (3) the ad- 
vantages of a central control of inventories 
in all stores. 


13.12 The Institute of Distribution has pub- 
lished a mimeographed booklet on “State 
Wage and Hour Restrictions Affecting Retail 
Establishments” which covers, as of Septem- 
ber 14, 1942, (1) Legal Restrictions Imposed 
by States on the Employment of Women in 
Mercantile Establishments, (2) Legal Re- 
strictions Imposed by States on the Employ- 
ment of Persons Under Eighteen In Mer- 
cantile Establishments, (3) State Laws 
Limiting the Working Hours of Adult Men 
in Mercantile Establishments, and (4) State 
Minimum Wage Laws Affecting Mercantile 
Establishments. 


13.13 In the September issue of MKB 
(Modern Kitchen Bureau) Communique, 
W. E. McKee, Director of Merchandising, 
Ross Federal Service, Inc., gives an interest- 
ing description of a program of Package Sell- 
ing by the lumber dealer. The substance of 
the plan is to convert the lumber dealer into 
a home remodelling headquarters which will 
estimate, give terms, and assume responsi- 
bility for an entire remodeling job. Since 
most dealers lack the necessary sales or- 
ganization for this, several utilities combined 
during late 1941 to train a corps of young 
women for house-to-house canvassing to un- 
earth leads for lumber dealers. 

It appears to be a promising idea to work 
on for the post-war period. 


13.14 Small Retailers Sace the War. Walter 
F. Crowder, et al. Senate Committee 
Print—No. 13. 77th Cong. 2nd Ses- 
sion. 


An objective and realistic appraisal of the 
outlook and the implications for the various 
retail trades. 


18. TAXATION 


18.1 The Institute of Distribution (25 West 
43rd Street, New York) has just issued its 
1943 Retailers’ Manual of Taxes and Legisla- 
tion. The Manual is more extensive in scope 
than any previous edition and includes the 
results of some ten widespread mail surveys 
and more than 15 other studies involving 
special statutory research. The volume is 
divided into ten parts as follows: (1) State 
Sales, Occupational and Excise Taxes, (2) 
State Chain Store Taxes, (3) State Business 
and Occupational Restrictions, (4) State 
Trade Practice Regulations, (5) Wage and 
Labor Restrictions, (6) Unemployment and 
Workmen’s Compensation Laws, (7) Munic- 
ipal Ordinances, (8) Federal and State 
Food, Drug and Cosmetic Acts, (9) Other 
Federal Laws and Regulations, and (10) 
Miscellaneous of Interest to Retailers. 


18.2 During last summer and fall The Insti- 
tute of Distribution conducted a survey of 
the Optometry laws of the various states, 
the results of which have been published 
under the title “Business and Occupational 
Restrictions on the Sales by General Mer- 
chants of Optical Goods.” 


19. MARKETING THEORY 


19.1 Price Ceilings and International Trade 
Theory. G. A. Elliott, Canadian 
Fournal of Economics and Political 
Science, May, 1942. 


A frequently overlooked aspect of the 
effect of price ceilings relates to trade among 
nations. In this article, the position is taken 
that, assuming the purpose of the price ceil- 
ing and other war-time regulations are “‘to 
maximize output in accordance with war 
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plans and civilian preferences,” resources 
would be apportioned among different uses 
“in much the same way as would private re- 
sponses to price stimuli.” 

The foregoing conclusion is qualified in 
certain aspects. For example, it is suggested 
that resources will probably be transferred 
more rapidly from one use to another under 
government regulations. It is also indicated 
that since administrative decisions are likely 
to be bulk or total decisions (rather than 
marginal decisions, as is true when price 
dominates) the magnitude of possible error 
in allocating resources under government 
planning is greater. Moreover, since price 
ceilings may change the distribution of real 
income, a greater part of all resources is used 
in producing goods purchased by those who 
are benefited by the change. 


20. PRICES AND PRICE POLICIES 


20.1 Agricultural Price Policies in Wartime. 
Holbrook Working. Journal of Farm 
Economics, August, 1942. 


Mr. Working considers three aspects of the 
price problem. 

First, the part price is playing at the 
present time in guiding production, deter- 
mining the allocation of raw materials, and 
apportioning consumption. He points out 
that, through limitation orders and allocation 
of scarce materials, we have substantially 
reduced the part played by price in guiding 
production of allocated materials. On the 
other hand, although rationing of consumers’ 
goods is being used to some degree, actually 
price is the major factor in determining con- 
sumption. He feels that administrative diffi- 
culties of rationing will probably force con- 
tinued reliance on price. 

Second, the relation of price to income of 
various groups. Here he feels that the con- 
trolling factors have been political rather 
than economic. Specifically, we have followed 
the policy of bettering the position of labor 
and the farmer as compared with other 
groups. 

Finally, there is the probiem of the general 
price level. While we have played lip service 
to the need of controlling the general price 
level, Mr. Working feels that until recently 


we have not taken very seriously the control 
of the general price level. Since Pearl Harbor, 
however, we have assumed a new attitude on 
this matter and steps are gradually being 
taken to keep the price level under control. 

Against this background, Mr. Working 
considers the fundamentals of agricultural 
policy. His general position is expressed in 
the sentence, ““A time has come when the 
framing of wise agricultural policy requires 
that farmers look at their position from the 
point of view of the public, and with an eye 
on the great problems of the nation.” In 
other words, the farm community should 
join in a program of maximum production 
and the elimination of political pressure for 
immediate economic gain and the acceptance 
of some hardship and sacrifice. 


20.2 Practical Problems of the Retail Price 
Ceiling. J. T. E. Aikenhead, and P. 
K. Heywood, The Canadian Fournal 
of Economics and Political Science, 
August, 1942. 


The major problem discussed in this article 
is that of price adjustments between retail, 
wholesale and manufacturers’ prices made 
necessary by the December 1, 1941 freeze of 
retail prices in Canada. Since the freeze be- 
came effective, retail prices have shown 
practically no change. An important part of 
this success in retail price stabilization has 
been played by a successful “rolling back”’ of 
manufacturers’ and wholesalers’ prices. While 
in some instances, the amount of the roll 
back has been decreased by a shrinkage in 
the retail margin, the Retail Administrator 
has, in general, adopted the policy that re- 
tail margins cannot be decreased to any im- 
portant degree. 

In some cases the “roll back’’ has so af- 
fected manufacturers’ and wholesalers’ mar- 
gins that the Government has granted 
subsidies. 

Another problem of price adjustment 
arises in connection with seasonal goods. 
Subject to the approval of the Retail Ad- 
ministrator, manufacturers’ prices of such 
goods have been allowed some increase. To 
these higher cost prices, retailers are allowed 
a mark-up (expressed as a percentage on 
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cost) equal to that obtained in the previous 
season. 

Retailers with exceptionally low prices at 
the time of the freeze are allowed to apply 
to the Price Administrator for permission to 
increase prices to the level of those charged 
by other retailers. 

A problem for the immediate future is 
that of the effect of declining retail sales on 
operating costs. In an effort to minimize this 
effect, a Division of Simplified Practice has 
been established. This Division, working 
with the industry, is putting into effect such 
cost reducing programs as decreasing de- 
liveries, minimizing refunds and exchanges, 
decreasing advertising, and so forth. 

In summarizing what has happened to the 
retailer under wartime organization, the 
authors state that 

(1) His profit margin is shrinking. 

(2) Installment business has decreased but 

(3) The loss of installment business has 
been more than compensated for by addi- 
tional cash sales. 

(4) Bargain sales have practically disap- 
peared. 

(5) Retail sales are still large as compared 
with earlier years but 

(6) This is probably temporary since pri- 
orities on war materials will limit the forth- 
coming supply. 

(7) Many dealers have already been 
forced out of business and thousands of 
others are fast approaching the time when 
they must withdraw from the retail field. 


20.3 An Ancient Experience with Price Con- 
trol. Hans Kirchberger. Fournal of 
Farm Economics, August, 1942. 


In 301 A.D. the Roman Emperor, Dio- 
cletian, issued a Maximum Price Regulation 
establishing ceilings for more than 1000 
items. This article indicates the scope of this 
early attempt at retail price control and 
proceeds to analyze the reasons which 
brought it into being. The evidence indi- 
cates that Diocletian was making a desperate 
effort to check inflation of the currency and 
a general scarcity of goods by means of a 
retail price ceiling. Since no effort was made 
to stop the real cause of rising prices, that is, 


inflation of the currency, the price ceilings 
failed to achieve price stabilization. The 
edict was repealed in 305 A.D. 


20.4 Stabilization Operation of the Com- 
modity Credit Corporation. Geoffrey 
Shepherd, Fournal of Farm Econom- 
ics, August, 1942. 


The early paragraphs of this article are 
best described as a rationale of the economic 
theory of stabilization operation of the Com- 
modity Credit Corporation. The underlying 
theory is expressed in the statement: “Actu- 
ally the objective in stabilizing prices is not 
to slow up or to block the operations of the 
laws of supply and demand in the open 
markets, but to help them function better in 
the short run. The laws of supply and de- 
mand work all right in the long run, like the 
laws of evolution in biology; but they are 
inaccurate, clumsy and wasteful in the short 
run, particularly in case of agriculture.” In 
reviewing this part of the article, one can not 
refrain from inquiring whether it is possible 
to interfere with supply and demand in 
the short run without interfering with the 
way supply and demand work out in the 
long run. 

From this point, the article analyzes the 
influence of the Commodity Credit Corpora- 
tion in stabilizing prices (1) over a period of 
time, (2) among different markets, and (3) 
among different grades of commodities in a 
market at one time. The conclusion is 
reached that the Commodity Credit Corpo- 
ration has been rather successful in stabiliz- 
ing the prices of major farm products over a 
period of time. Such stabilization, however, 
has resulted in substantial financial losses to 
the Commodity Credit Corporation. The 
chief reason for this result is stated as the 
placing of too much emphasis on price-raising 
activities rather than price-stabilizing ac- 
tivities. 

In an effort to stabilize prices among 
markets, the Commodity Credit Corporation 
has introduced a vocation differential prin- 
cipal in loans on various commodities. By 
introducing differentials according to grades, 
the Commodity Credit Corporation has been 
a factor in encouraging local markets to re- 
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flect more accurately price differentials 
among grades. 

The general conclusion of the article is 
that, while the Commodity Credit Corpora- 
tion has been successful in performing its 
ever normal granary function, its price- 
raising activities might better have been per- 
formed by some other agency. As the author 
states it, the Commodity Credit Corpora- 
tion “‘by itself, ...can not raise that level 
and make it stick; it can only take supplies 
off the market at one time and put them 
back at another.” 


21. GENERAL MARKET STATISTICS 


21.1 Dun and Bradstreet’s study of business 
births and deaths, described in the October 
issue, has since been completed and was pub- 
lished in Dun’s Review for November 1942, 
under the title Births and Deaths in Busi- 
ness. 

The findings may be summarized as fol- 

lows: 

1. Spectacular wartime business mortality 
in the United States has so far been 
remarkable chiefly by its absence. 

2. The dramatic development is the radi- 
cal decline in business births since June 
1940. 

3. The trend of the business population 
has been sharply downward since the 
United States entered the war. It had 
been rising almost steadily since 1934. 

4. The decline in population is most 
marked in retailing; least in manu- 
facturing. 

5. There is no discernible pattern in the 
changes in regional business populations 
in the last two years. 


The study shows that American business is 
streamlining itself for war more effectively, 
less painfully, and less wastefully than any- 
one would have anticipated. This relatively 
painless, automatic process is opening busi- 
ness opportunities for the boys who come 
back when the war is over. In the meantime 
the lesson for marketers is clear. More than 
ever before it is important to cultivate, cater 
to, and keep present customers. 





21.2 Census Reports 


21.2.1 Publications of the Sixteenth Census. 
The publication program of the Sixteenth 
Decennial Census has progressed satisfac- 
torily with such modifications as have been 
made necessary by war conditions. Because 
of the basic nature of the data, however, 
the program has gone forward almost intact 
and much information already has been 
made available. 

Of primary interest to market analysts are 
the publications of the censuses of business, 
of population, and of housing. There will 
be seven final publications of the Census of 
Business, which will cover retail trade, 
wholesale trade, service establishments, con- 
struction, and distribution of manufacturers’ 
sales. The publication on retail trade will 
consist of three parts. The first part includes 
the United States Summary and subject re- 
ports; in part two, commodity sales and 
analysis of retail trade by sales size are 
shown; and, part three contains the report on 
retail trade for States, counties, cities, and all 
places with more than 2,500 inhabitants. 

Population and housing data are being 
issued in releases and bulletins as soon as 
they become available. The first and second 
series State bulletins of the population 
census showing the number of inhabitants 
for all areas and the characteristics of the 
population for small areas have been com- 
pleted. Most of the third series State bul- 
letins presenting detailed statistics on the 
labor force have been issued and a fourth 
series, showing population characteristics by 
age is now being issued. Special reports on 
internal migration are being prepared and 
tabulations of family and household char- 
acteristics are being made. 

The first series housing bulletins, showing 
selected data for small areas, and the supple- 
ments to this series containing block data 
for all cities with 50,000 or more inhabitants 
in 1930, have been issued. The second series 
presenting general characteristics of housing 
for States, counties, and places of 10,000 or 
more is now being released. The third series 
of bulletins giving characteristics by monthly 
rent and value and the fourth series show- 
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ing data on mortgages on owner-occupied 
nonfarm homes are being issued. 

In addition, the series presenting detailed 
population and housing data by census tracts 
is available for almost all of the 60 tract 
cities. A special report presenting the char- 
acteristics of the institutional population will 
be issued shortly. Other supplementary bul- 
letins are also planned. 

A revised list of publications from the 
Decennial Census and from other surveys of 
the Bureau is available upon request. 

21.2.2 Current Surveys. The Current Sur- 
veys Section was transferred to the Bureau 
of the Census from the Work Projects Ad- 
ministration by Executive Order. The Bu- 
reau now issues the ‘“‘Monthly Report on the 
Labor Force” and a series of housing occu- 
pancy and vacancy reports for selected 
cities. The housing reports, prepared at the 
request of the National Housing Agency, are 
available for several hundred cities. 

The work of this section is an important 
step in the development within the Bureau of 
the Census of an efficient organization for 
obtaining current information, primarily de- 
signed to serve other Federal agencies. These 
data usually relate to specific cities, and are 
issued at an early date after collection. 

In addition to the two types of reports 
mentioned above, which are available to the 
public, the section has also conducted a 
number of surveys for other war agencies, 
such as surveys of rents, of transportation, 
and of similar topics. 

21.2.3 Census of Governments: 1942. The 
Decennial Census of Governments, formerly 
identified as the Census of Wealth, Debt, and 
Taxation, will be taken for the year 1942. 
Revenues, expenditures, debt, wealth, and 
other important financial data will be col- 
lected, recorded, and reported for all units 
of government in the United States. Other 
information relating to the functions of the 
various types of units, the number of em- 
Ployees, and the pay rolls will also be in- 
cluded 

Publication plans include a series of State- 
area reports, containing comparable data for 
all governmental units within one State and 


a series of metropolitan district reports in 
addition to the regular Bureau reports on 
each State, large city, and a number of large 
counties. A series of topical or analytical 
subject reports are also proposed. 

21.2.4 War Work and Post-War Planning. 
Practically all of the personnel and facilities 
of the Bureau are now concentrated on pro- 
viding essential information for use during 
the war period. This program is in line with 
the greatest need of the moment, that of 
winning the war. However, a large part of 
the information now being collected will also 
be valuable for use in post-war planning. 

The benchmark for present statistical 
work is to a large extent the information col- 
lected for the 16th Decennial Census. Cur- 
rent periodic surveys, as well as special 
studies made at the request of war agencies, 
have been furnishing information on develop- 
ments in the national economy since the 1940 
Census was taken. To supplement the basic 
picture presented by the Decennial Census, 
and the picture of specific areas of our social 
and economic structure, the Bureau of the 
Census has prepared a blueprint for a census 
on a sample basis for population, agriculture, 
and housing data. The integration of this 
vast store of data including that from the 
sample census, if taken, will add greatly to 
our knowledge of the changes to which our 
economy has been subjected by war. 

The large amount of census data for areas 
smaller than counties for population, agricul- 
ture, housing, and business, both published 
and unpublished, are important for analyz- 
ing markets for goods and services. The need 
for revitalizing markets for consumer goods 
for which distribution has been curtailed 
during the war period will make area anal- 
ysis of this type extremely important. 


22. MARKET AREA STUDIES 


22.1 4 Retail Trading Area Survey to show 
Changes in Consumer Buying Habits as a 
Result of Tire and Gas Rationing and Retail 
Trade of Secondary Trading Centers near 
the Breaking Points between Primary Trad- 
ing Centers is being made by P. D. Converse, 
of the University of Illinois. A summary of 
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Part A has been published in the November 
issue of Opinion and Comment. The entire 
study will be published in the near future as 
a special bulletin by Bureau of Business 
Research, University of Illinois. 


22.2 The Department of Marketing of 
Hearst Magazines has recently issued The 
New Marketing Map of the United States. 
This is the fifth edition of the organization’s 
excellently prepared wall size map delineat- 
ing distribution areas, the first having been 
published in 1925. 


23. RESEARCH TECHNIQUE 


23.1 How to Measure Brand Loyalty. H. L. 
Churchill, Advertising & Selling, Au- 
gust, 1942. 

Mr. Churchill, Vice President, Industrial 
Surveys Company, places emphasis on “the 
ebb and flow” of customers for any given 
brand. In other words, even a brand which 
is increasing in popularity is always losing 
some customers, while a brand which is losing 
in general popularity is usually securing 
some new customers. 

To measure this ebb and flow, “pantry 
studies” of a fixed group of consumers are 
most helpful. The Industrial Surveys Com- 
pany has a nation-wide panel of 2,000 fami- 
lies. This article indicates the brand loyalty 
for various brands of coffee for its national 
panel. The same technique, of course, can 
easily be extended to other commodities. 


24. MISCELLANEOUS 


24.1 Cotton Hosiery Portfolio. David H. 
Young. U.S.D.A. 


A “Portfolio of Design,” containing 145 
full-fashioned designs of women’s cotton 
hosiery and compiled for the use of hosiery 
manufacturers, is now available from the 
Bureau of Home Economics, Agricultural 
Research Administration, U. S. Department 
of Agriculture. 

The portfolio is made up of 38 plates, each 
presenting several of the designs originated 
by Mr. Young. Information given for each 
design includes: a photographic illustration 
of the fabric, 13 times actual size; a design 
sketch for laying out movement of the picot 


bar; and transfer point layout of the picot 
bar. 

Designs covered in the portfolio were knit 
from combed, gassed, and mercerized yarns 
on 42 and 45 gauge machines from yarns 
ranging in count from 90/2 to 140/2. Other 
effects may be obtained by modifying these 
specifications, using other machine gauges, 
or substituting yarns of other numbers. 

Likewise, although designs contained in 
the portfolio are of the type designated as 
novelties, each can be modified for manu- 
facture on installed equipment of 39, 42, or 
45 gauge machinery, or in accordance with 
style requirements. 

‘The same designs as in the portfolio, and 
150 more, are included in the Bureau’s cotton 
hosiery design exhibits, placed permanently 
in New York City, Reading and Philadelphia, 
Pa., and Charlotte, N. C. 

Trade representatives may obtain copies 
of the ‘Portfolio of Design” by request to the 
Bureau of Home Economics, U. S. Depart- 
ment of Agriculture. Washington, D. C. 


24.2 The Time for Talk is Past. George 
Romney. Detroit: Automotive Coun- 
cil for War Production, 1942. 


An address by the Managing Director of 
the Council setting forth the accomplish- 
ments of the automotive industry’s war 
effort. Some interesting items: conversion of 
the plants is substantially completed; 9,000 
machine tools of these plants have been 
shipped to other factories; first to form an 
industry-wide iron and steel scrap salvage 
plan; technical improvements will save be- 
tween 2.5 and 3 billions in cost of war goods 
next year; counsel to government on the 
crucial problem of distribution of materials 
to war plants. 


24.3 New Career Opportunities in the Build- 
ing Industry. New York: Johns-Man- 
ville Corporation, 1942. 23 Pp. Free. 


The declining rate of growth of population 
makes it necessary for the light construction 
industry (home building, structural improve- 
ments, and farm building) to develop ade- 
quate personnel that possesses both an 
intimate knowledge of its manifold services 
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and such mastery of salesmanship as can 
develop attractive composite propositions 
from the many possible combinations of 
such building services and create a demand 
for them. To this end the building industry 
has gotten some Io colleges and universities 
to “set up curricula with appropriate de- 
grees designed specifically to train young 
men and women for careers in Light Con- 
struction Engineering and Marketing.” The 
pamphlet is designed to explain to high 
school graduates who plan to enter college 
the 100 sources of jobs in the industry, the 
so fields of specialized study that are re- 
quired, the institutions offering special cur- 
ricula for such training, and a composite 
picture of the courses that make up such 
curricula. There is also considerable elabora- 
tion on the 15 reasons why the building in- 
dustry offers exceptional post-war career 
opportunities. 


24.4 Productivity of Labor in Peace and 
War. Solomon Fabricant. Nat’! Bur. 
Econ. Res. Occasional paper 7. Sept., 


1942. 

This paper considers the factors that affect 
output per man hour during peace and war. 
It is pointed out that during the War of 
1914-1918 a decline in labor productivity 
occurred. Perhaps a similar decline will occur 
during the present conflict, but the author 
points out how this can be prevented. 


24.5 Securities and Exchange Commission. 
Five publications containing seven industry 
reports of the 1941 series of the “Survey of 
American Listed Corporations” have been 
completed: 

Oil Refining 

Chemicals-Fertilizers 

Tires and Other Rubber Products 

Agricultural Machinery and Tractors 

Automobiles-Commercial Cars and Trucks 


24.6 Bureau of Labor Statistics Studies. 


24.6.1 The Bureau of Labor Statistics 
has recently revised its employment esti- 
mates. The revised estimates include all wage 
and salaried employees in nonagricultural 
establishments, but do not include pro- 
prietors of unincorporated businesses, self- 


employed persons, unpaid family workers, 
domestics in private homes, public emer- 
gency workers (WPA, CCC, and NYA), and 
personnel in the armed forces. 

In preparing these estimates, many indus- 
tries were adjusted on the basis of data made 
available by the Bureau of Employment 
Security of the Social Security Board cover- 
ing employees reported under the State Un- 
employment Compensation programs. Since 
most of the State laws exclude small firms 
from coverage, estimates for such exclusions 
were made on the basis of special State 
tabulations prepared by the Bureau of Old 
Age and Survivors Insurance, whose program 
covers all employers regardless of size of 
firm. Estimates in other industries were made 
on the basis of data reported to other Gov- 
ernment agencies, such as the Interstate 
Commerce Commission, Civil Service Com- 
mission, and the Bureau of the Census. 

As in previous series, current monthly 
estimates are made chiefly on the basis of 
month to month changes in employment re- 
ported to the Bureau of Labor Statistics by 
a large number of cooperating employers. 
These estimates are presented in the monthly 
mimeographed press releases. National esti- 
mates are released for total employees in 
nonagricultural establishments with a break- 
down for each of the 7 industry divisions. 
State estimates are released for wage and 
salaried workers in manufacturing industries 
as well as for total employees in nonagricul- 
tural establishments. The revised monthly 
estimates for all of the above series from 
January 1939 to date are available on re- 
quest. 

24.6.2 The Bureau of Labor Statistics has 
prepared estimates of employment of factory 
wage earners, by sex for April 1941 and April 
1942. National estimates are available for 
all manufacturing and for major industry 
groups. State estimates indicate the total 
number of employed male and female wage 
earners for all manufacturing industries com- 
bined. The estimates were prepared from 
special semi-annual reports submitted by 
cooperating employers. Estimates for Octo- 
ber 1942 were released early in December. 

24.6.3 Indexes of manufacturing employ- 
ment and pay rolls, adjusted to 1939 Census 
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levels, were released by the Bureau in De- 
cember. The indexes for most of the indus- 
tries are familiar to users of the Bureau’s 
employment statistics, but many new in- 
dustry breakdowns have been added. The 
revised series are based on the year 1939 in- 
stead of the three year period 1923-25 which 
was formerly used. Insofar as possible com- 
parability with the old series of indexes has 
been maintained. 

The data for major manufacturing groups, 
in addition to being adjusted to the 1939 
Census of Manufactures, has been further 
adjusted to trends shown by employer’s re- 
ports under Unemployment Compensation 
laws from 1939 through December 1941. 

21.6.4 In addition to regular reports on 
changes in living costs in large cities, small 
cities, and cities especially affected by war 
activities, the Bureau of Labor Statistics 
has for the first time made estimates of 
changes in living costs in Rochester, N. Y., 
Peoria, Ill., Little Rock, Ark., and Dallas, 
Tex. The estimates are based on changes in 
these cities in prices of food, fuel and rent, 
and changes on the average in the large 
cities of the country for the other groups of 
goods and services. 

21.6.5 In response to requests from the 
war agencies, since the imposition of price 
control, information has been prepared on 
changes in the cost of those goods and services 
controlled by the Office of Price Administration, 
those controlled by other government agencies, 
and those uncontrolled. One index was calcu- 
lated by linking the changes in controlled 
(and uncontrolled) articles at each period to 
the change in the cost of the articles which 
were controlled (and uncontrolled) at the 
preceding period. A series of indexes showing 
changes from August 1939 through Septem- 
ber 1942 in the cost of goods and services 
controlled (and uncontrolled) on a given date 
(as on June 15, July 15, August 15, and 
September 15) have also been computed. 
Another series shows the change in the arti- 
cles which have come under control at dif- 
ferent times. 

Indexes of the cost of all the goods in the 
index and of all the services have also been 
made available, covering the period from 


June 1939 through September 1942. 

In accordance with the Bureau’s policy of 
cooperation with State and other local agen- 
cies wishing to set up cost of living studies 
comparable with the Bureau’s surveys, the 
Bureau’s staff has, in recent months, sent re- 
ports of its method of adjusting its indexes 
to war-time conditions, and has assisted the 
Columbus Chamber of Commerce in in- 
augurating a cost of living study for Colum- 
bus, Ohio. 

21.6.6 The changes and adjustments made 
necessary by wartime rationing, shortages 
and price control are discussed in an article 
prepared for the fall issue of the Yournal of 
the American Statistical Association, entitled, 
“Cost of Living Indexes in Wartime.” A 
further article, “Wartime Living Costs”’ will 
be published as one of the American Associa- 
tion of University Women Social Study 
Series on “‘Contemporary America.” 

21.6.7 The Division of Construction and 
Public Employment completed its annual 
bulletin, “Building Construction, 1941.” This 
bulletin (BLS No. 713) summarizes building- 
permit data published monthly and con- 
tains a complete record of Federal contracts 
awarded for all types of construction during 
1940 and 1941. 

21.6.8 Estimates of total construction ex- 
penditures in continental United States were 
completed for the third quarter of 1942. Cor- 
responding estimates of construction em- 
ployment were also released. 

21.6.9 The volume of new residential con- 
struction in nonfarm areas during the first 
nine months of 1942 was analyzed by region, 
size of city, and sources of funds. 

21.6.10 Field work on the Defense Hous- 
ing Survey was completed. This survey was 
undertaken at the request of the National 
Housing Agency to measure the amount of 
additional housing provided by private 
capital in major defense areas. An article 
summarizing information on the amount of 
such housing, by cost classes, in about 150 
areas is in preparation. 

21.6.11 Results of a survey of the antic- 
ipated need for professional and technical 
personnel in the contract construction 1n- 
dustry, made by the Bureau of Labor Sta- 
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tistics in cooperation with the National 
Roster of Specialized and Scientific Person- 
nel, have been published. 

21.6.12 The Productivity and Techno- 
logical Development Division is now issuing 
monthly a mimeographed “Summary of 
Technological Developments Affecting War 
Production.” Copies may be had from the 
Bureau of Labor Statistics on request. 

21.6.13 The Division of Wage Analysis 
has modified its methods of study in order to 
permit the more rapid completion of wage 
studies. Current studies by this Division, 
although somewhat less detailed than those 
previously issued, provide much information 
on occupational wage rates, of the type 
needed for wage stabilization and the settle- 
ment of wage disputes. Industries in which 
wage studies have recently been completed 
include aircraft, shipbuilding, military tanks, 
rubber, machinery, and book and job printing. 
A number of smaller industries have also 
been studied recently. 

In addition to its wage surveys of the 
above industries, the Division has made 
numerous limited special surveys for use in 
the settlement of wage disputes. These sur- 
veys, which now number well over 100, have 
usually covered only a small group of plants 
comparable to the plant in which a wage dis- 
pute exists. A great majority of the surveys 
have been made at the request of the War 
Labor Board. Inasmuch as the material pre- 
sented includes the figures of individual con- 
cerns, results of these studies are not pub- 
lished. 

21.6.14 The Bureau’s Industrial Relations 
Division completed an article on Union 
Wages in the Building Trades which appeared 
in the December Monthly Labor Review. 
Articles on union wages in the printing, 
street railways, motor-truck drivers and bak- 
ing industries will be ready for subsequent 
issues of the Monthly Labor Review. 

Four of the series of memoranda on indus- 
trial relations problems arising under war 
production have been completed: Saturday 
and Sunday Pay Provisions of Union Agree- 
ments in Twelve War Industries, Wage In- 
centive Plans and Collective Bargaining, 
Wage Adjustments to Cost of Living Under 





Union Agreements, and Military Service and 
War Job Clauses in Union Agreements. 


25. WAR AND MARKETING POLICIES 


25.1 Rationing Objectives and Allotments, 
Illustrated with Sugar Data. J. J. 
Kaplan, Fournal of Farm Economics, 
August, 1942. 


Professor Kaplan indicates that rationing 
may be used 

(1) As a price control device 

(2) To distribute scarce goods equitably 

among consumers and 

(3) To distribute goods so as “‘to maximize 

the efficiency of that part of the popu- 

lation directly engaged in producing 

war materials.” 
He then proceeds, however, to reconcile these 
several objectives of rationing “‘on the as- 
sumption that we want so to distribute our 
supplies of consumer goods as to maximize 
the satisfactions derived therefrom, insofar 
as this is consistent with a desire to keep the 
efficiency of workers in war industries at a 
maximum.” To the reviewer, what Mr. 
Kaplan emphasizes in the first part of his 
statement should take second place. In other 
words, our major aim in rationing is produc- 
tion for wartime purposes; the maximizing 
of satisfactions in a wartime period must play 
a secondary role. 

The major conclusions of this study point 
toward the group rationing of related com- 
modities, rather than rationing by individual 
items; some subsidization of low-income 
families so that they may purchase the as- 
signed rations; and extra allotments for war 
workers where such are essential to maintain 
their working efficiency. 


25.2 Rationing of Sugar and Gasoline in 
Canada. Monthly Labor Review, Au- 
gust 1942. 

As of July 1, 1942 only sugar and gasoline 
have been subject to coupon rationing in 
Canada. (However, both tea and coffee were 
subject to limitation orders, that is, sales 
were restricted on a percentage basis as 
compared with ordinary consumption.) 

Under the gasoline system, all gasoline 
users have been divided into seven major 
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classes. One class covers all commercial 
vehicles and such vehicles are permitted to 
purchase as much gasoline as their operations 
require. For the remaining six classes of non- 
commercial users the allowed purchases vary 
from class to class. It is interesting to note 
that even the smallest number of gallons 
issued to any user is 300 Canadian gallons 
or approximately 375 American gallons. At 
15 miles per gallon, this gives a yearly al- 
lowed mileage of 5,625 miles. In contrast, 
the holders of “A” books in the United 
States are granted a mileage of 2,880. 

Under the sugar coupon rationing system, 
each individual is allowed one pound each 
two weeks. Additional allowances are granted 
for household canning and preserving. Use of 
sugar by institutions, public caterers and 
industrial establishments is also restricted. 
All sale of sugar must take place through 
licensed merchants or refiners. 


25.3 Permanent Plan of Gasoline Rationing. 
Monthly Labor Review, August, 1942. 


A brief summaty of the coupon gasoline 
rationing system placed in effect along the 
Atlantic Seaboard on July 22, 1942 will be 
found in this article. The article describes 
briefly the “A” book and the supplemental 
“B” and “‘C” books as well as the “S” or 
service ration book. The list of those eligible 
for the “‘C” book is also included. 


25.4 The Agricultural Marketing Adminis- 
tration’s Food Purchase Procedure. 
Marketing Reports Division. Market- 
ing Activity, August, 1942. 


The Agricultural Marketing Administra- 
tion has become a tremendous factor in the 
marketing of farm products. Its purchases 
for Lend-Lease shipment to the United 
Nations alone are at the rate of § to 6 million 
dollars per day. In addition, the AMA pur- 
chases agricultural products for shipment to 





Hawaii, Puerto Rico and other Caribbean 
islands as well as for its school lunch pro- 
gram, its penny milk program, for direct 
distribution to public aid families, for the 
Red Cross, and for the Army and Navy. 

For its Lend-Lease purchases, which must 
be made on quantity basis, the AMA usually 
goes to farm cooperatives, commercial proc- 
essors or distributors. Rarely does it go to 
the individual farmer. On the other hand, 
much of its purchasing for school lunches and 
for direct distribution to public aid families 
takes place directly from farmers in farmers’ 
markets or from local wholesalers. In many 
cases, the AMA has established offices in 
various areas in order to keep its buyers in 
the markets there at all times. 

In general, the AMA uses two buying 
plans. For large scale buying it usually uses 
its offer-and-acceptance plan. Under this, 
the AMA invites the trade to submit offers 
on designated products during the purchase 
period. In its announcement the AMA indi- 
cates the period during which it will receive 
offers, establishes the minimum quantity 
which may be offered by any one seller and 
indicates quality specifications. For smaller 
scale purchases, the specified price plan is 
used. Under this plan the AMA announces 
the top prices it is willing to pay for products 
of specified grades. Offers of products at or 
below the specified prices are accepted. 

Where U. S. grades exist, the AMA pur- 
chases according to these official standards. 


CORRECTION 


Through a regrettable lapse in proof read- 


ing THE JOURNAL OF MARKETING in its Octo- 


ber issue attributed to Paul D. Converse a 
note published on page 160 under the title 
“A Retail Trading Area” which should have 
been attributed to F. A. Russell and Robert 
V. Mitchell. We deeply regret the embarrass- 
ment caused to all concerned by the error. 
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course, is out of the question in preparing a 
college text. 

The previous edition omitted treatment of 
agricultural and industrial marketing. Inclu- 
sion of chapters dealing with these areas 
renders the new edition more complete and 
better adapts it for class use in schools 
located in agricultural and industrial centers. 


ditions—involving governmental regulation 
mingled with constant changes of a physical, 
psychological, and sociological character. 
The presentation throughout assumes a free, 
competitive market in a peace-time economy. 

Although the book is largely descriptive 
and designed to present a broad basic under- 
standing of markets, yet occasionally handy 
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packets of “know how” are brought forth, 
such as how to prepare the questionnaire, 
and how to proceed with a market investiga- 
tion. It contains summary statistical data 
from the four censuses of distribution, 1929- 
1939. It is elaborately illustrated with maps, 
charts, tables, and figures. In all there are 
ninety-four significant illustrations. Its fron- 
tispiece is the spectacular chart prepared by 
the Twentieth Century Fund which portrays 
vividly the flow of goods through the various 
trade channels in the United States. 

Outlines is a distinctive contribution to the 
literature of marketing, although its ap- 
proach is not so different from that of some 
other texts which emphasize functions, in- 
stitutions, and products. Nevertheless, its 
handling of subject matter is different in that 
it is more concrete and realistic than most 
texts in the field. It throws the spotlight on 
the mechanism and the best techniques of 
marketing that have been developed during 
peace times, and will do much to preserve 
and perpetuate that knowledge until that 
happy day is again with us. 

SPENCER A. LARSEN 
Wayne University 


MERCHANDISE AVAILABILITY IN Urtan, by 
D. E. Faville, D. M. Jones, and R. B. 
Sonne. Stanford University Press, 1942. 
Pp. xvi, 229. $3.00. 


The sub-title of this study is: A Research 
Study of the Availability and Retail Prices 
of Selected Food, Drug, Clothing, Dry 
Goods, and Variety Items in Typical Rural 
Towns in the State of Utah. It is a valuable 
addition to the literature on retail trading 
areas and consumer buying habits. 

The questionnaire usually used in such 
surveys asks where consumers buy a named 
list of articles and why purchases are made 
in these towns or stores. Apparently a very 
detailed questionnaire was used in this study. 
Four months (September—December, 1941) 
were spent in field work. Consumer inter- 
views numbered 2156, more than a 20 per 
cent coverage, and prices were obtained in 
227 stores. Utah was selected for the study 
because it was desired to study communities 
well removed from metropolitan centers. 


Four trading centers of from 3600 to 5600 
population (Richfield, Cedar City, Price, 
and Brigham) with their trading areas were 
studied. These towns are from 59 to 265 
miles from Salt Lake City, the metropolis of 
Utah. Only one of the towns is close to a 
materially larger town. Three of them are 
over 100 miles from a town of 20,000. Thirty- 
six villages of 100 to 1500 population were 
included in the study of the trading areas of 
these towns. 

On the whole the findings of this study fit 
into a fairly well known pattern. Village 
stores do not carry as wide assortments of 
fresh fruits and vegetables, fresh meats, fish, 
drugs, clothing, dry goods, and variety goods 
as do the trading center stores. On the other 
hand only 8 per cent of the consumers re- 
ported inadequate stocks of dry groceries in 
the village stores. The proportion of goods 
bought out of town increases as we go from 
convenience to shopping goods. Families with 
higher incomes buy more dry goods and 
clothing out of town than families with 
lower incomes. Families owning automobiles 
buy more out of town than do non-owners. 
The proportion of trade going to trading 
centers decreases as the distance from the 
centers increases. When low income rural 
consumers visit a trading center they patron- 
ize chain stores more frequently than do 
high income consumers. 

The prices of the same articles (brands) 
vary widely between stores in the same 
town. This is interesting in connection with 
the oft repeated theory that the prices of a 
good of uniform quality tend to be the 
same in the same market. 

The above findings are what we expect. 
They fit into the picture. One that does not 
fit in quite so well is that the prices of gro- 
ceries, drugs, and clothing are somewhat 
higher in village than in trading center stores. 
Grocery prices of independent village stores 
are, however, approximately the same as in 
independent stores in the trading centers. 
The prices of chain stores in the trading 
centers were approximately 7 per cent under 
the prices of independent stores in the trad- 
ing centers on 26 standard grocery products 
(6.2 per cent in September and 7.5 per cent 
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December).* Most of the prices used in mak- 
ing the comparison were nationally adver- 
tised products. These were used to insure uni- 
formity of quality. There is always some 
question of the value of price comparisons of 
nationally advertised articles owing to the 
fact that they are often used as prices leaders 
in merchandising stores while there are rela- 
tively few merchandising stores in villages. 
The lowest grocery prices were found in one 
of the villages. Some village stores have 
prices as low or lower than any of the trading 
center stores (chain or independent). The 
village average is raised by the fact that some 
village stores have prices above any trading 
center stores. 

The average price of 36 drug items was 13 
per cent higher in the village general stores 
than in the trading center drug stores. The 
village stores usually sold these items at the 
maximum “‘fair trade” prices while many of 
the drug stores sold them at the minimum 
“fair trade” prices. This suggests that some 
of them were used as leaders. The general 
stores carry few drug items and it may be 
that they carry these purely as a convenience 
to their customers, have a slow turnover on 
them, and do not try to keep their prices 
competitive. No comparison was made be- 
tween independent and chain stores prices of 
drugs. 

Price quotations were not obtained on 
other commodities. 

The conclusion that prices are higher in 
the villages than in trading centers seems 
to be based largely on consumer opinion, 
with the exception of drugs. The reviewer’s 
observation has been that prices in small 
towns are on the whole as low or lower than 
in larger towns but that many consumers say 
that prices are lower in larger towns. This 
does not mean that prices in a super-market, 
for example, may not be lower than in some 
other types of stores. Prices will to this ex- 
tent be higher in towns too small to have 
the particular type of store. Aside from such 


Re The prices of 30 items (largely nationally adver- 
tised) were 4 per cent higher in the village stores than in 
the trading center stores. The village prices are prac- 
tically all in independent stores while the trading center 
Prices are an average of independent and chain prices. 


a situation, there may be two reasons for 
consumers saying that prices are lower in 
larger towns. First, they base their compari- 
son on the prices of “leaders” or prices at 
bargain sales. Second, they like to visit 
larger towns (larger assortment of goods, 
more amusements, etc.) and try to justify 
their visists by rationalizing. The study 
under review gives valuable information on 
consumer buying habits but gives no con- 
clusive answer to the question of prices owing 
to the limited number and nature of the items 
on which prices were obtained. 

It is hard to write a summary so that a 
man who reads while running will get the 
right impression. One wonders in this con- 
nection why some of the conclusions of this 
report were stated negatively. For example, 
the statement that the consumers reported 
poor service in food stores in “over I§ per 
cent of the rural towns.”’ Would it not be 
better to say that the consumers reported 
satisfactory service in some 85 per cent of 
the rural towns? Again it is stated that 
“seven and eight-tenths per cenc of those in- 
terviewed in rural towns reported inadequate 
choice of dry grocery items in their stores.” 
Would it not be better to say that 92 per cent 
of the consumers in rural towns reported an 
adequate choice of dry groceries? One 
wonders why the smaller percentages were 
used in the summary. 

This is a valuable and carefully made 
study. It makes a contribution to trading 
area literature. The information on the 
movement of retail trade, prices, and stocks 
in various stores in a trading area will be 
helpful to students of the subject. More such 
studies are needed, especially on the relative 
prices in towns of different sizes. 

P. D. Converse 
University of Illinois 


CONSUMER COOPERATIVE LEADERSHIP, com- 
piled by Edward A. Filene Good Will 
Fund, Inc. Boston, Massachusetts: Ed- 
ward A. Filene Good Will Fund, Inc., 
1942. Pp. xiii, 173. 

The title of this book is a misnomer. It is 
designed primarily to serve as a handbook or 
manual of instructions for those desiring to 
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open a consumer cooperative. The purpose 
of the volume is well stated in the following 
quotation from the preface: 

“This book is an effort to help cooperators, not to 
instruct them in any cut and dried formulae, but to 
give them the advantage, as far as the editors have been 
able to do it, of the experience and knowledge which is 
daily being gained throughout the whole cooperative 
movement.” 

The work is divided into two major divi- 
sions: Part I, “Organization of a Consumer 
Cooperative,” and Part II, “Administration 
of a Consumer Cooperative.” 

The authors have accomplished their aim 
of setting up a plan and outlining the various 
steps necessary in organizing a consumer 
cooperative store from the very inception of 
the idea. The first part begins with the out- 
lining of the duties and functions of the 
organizing committee and ends with the 
formal opening of the store. The second part 
discusses and outlines the various phases of 
administration—the selection and the func- 
tions of the Board of Directors, how to con- 
duct meetings, etc. 

The annotated bibliography of books on 
the cooperative movement and the list of or- 
ganizations of service to cooperatives as 
found in the appendices should be of value to 
all those interested in the consumer coopera- 
tive movement. 

While it is not a textbook, it does serve a 
real need in laying down sound principles of 
organization and management for members 
not too well trained in the consumer coopera- 
tive field. 

ARDEN B. OLsENn 
University of Denver 


ComMERCIAL CREDIT AND COLLECTION Prac- 
tice, by W. H. Irons. New York: Ronald 
Press Co., 1942. Pp. xviii, 606. $4.50. 
Professor Irons set himself the difficult task 

of contributing a new textbook to the several 

excellent volumes already in the field. His 
avowed purpose is to emphasize the necessity 
for analysis of credit and collection problems 
as a basis for practical decisions. He seeks to 
instruct the student or practical credit man 
with the why and how of “accurate evalua- 
tion of credit risks.” I believe he has suc- 
ceeded very well in his set task. There is em- 


phasis throughout the work on the analytical 
approach. For example he devotes four chap- 
ters (10-13) to the various aspects of finan- 
cial analysis, topping off with a fifth which is 
an illustrative case based upon financial 
statements obtained from a wholesale drug 
house over a five year period. His rather de- 
tailed step by step explanation of how to ana- 
lyze these statements characterizes his 
method throughout the text. 

The work follows quite closely the pattern 
of established texts in the field. Thirty-one 
chapters are divided among four Parts deal- 
ing in turn with Fundamentals of Credit 
and Credit Risk, Credit Analysis, Manage- 
ment and Control of Credit, and Collection 
Analysis. The book is well edited and appears 
to be teachable. Whether or not it is better 
than existing texts is a matter of opinion. To 
me Professor Iron’s work is decidedly not 
just another textbook. 

One notable omission, the failure to discuss 
Regulation W, one of the most significant 
war-generated problems in the credit field, 
deserves comment. While the manuscript was 
no doubt written prior to the promulgation 
of the Federal Reserve Board’s ruling, the 
date of publication, June 1942, would lead 
the reader to expect some discussion of so sig- 
nificant a development, not only because of 
its influence on credit management for the 
duration but because of its potential long- 
range effects. 

Minor errors, since it is difficult to keep 
pace with the changes in Washington, appear 
on page 136: Domestic Commerce has been 
published weekly for several years, while the 
Marketing Research Division of the Bureau 
of Foreign and Domestic Commerce has been 
abolished for two years or more. 

N. H. EnGieE 
University of Washington 


PrincipLes oF SetiinG, by H. K. Nixon. 
New York: McGraw-Hill, 1942, revised 
edition. Pp. xiii, 361. $2.50. 


The author endeavors, at every turn, to 
point out the social cogency of the science of 
selling. It is a difficult position to support to- 
day in the midst of the strongest and most 
complete seller’s market that our economy 
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has ever experienced. But come the victory 
and, in its train, heavy inventories created 
by turning war plants to the creation of con- 
sumer’s goods, the marketing man, particu- 
larly the salesman, will be called back into 
prominence. 

This second edition of Principles of Selling 
contains the following three new chapters. 
Chapter I, an introductory chapter, high- 
lights the quantitative importance of per- 
sonal selling as a force in our economy. The 
three principal data sources are the 1939 De- 
partment of Commerce business census fig- 
ures, the Twentieth Century Fund’s Does 
Distribution Cost Too Much? and Neil H. 
Borden’s Economic Effects of Advertising. The 
estimates given are rough, but they provide a 
good general picture of the importance of 
personal selling in our business structure. 

Chapter III, on buyer-seller relationship, 
is unquestionably the major contribution in 
this second edition. Especially is this true of 
the discussion in the last half of the chapter 
which develops the economic-social ground 
for the practice of selling, concluding with a 
section entitled ““The Problem Approach.” 

This approach requires that the salesman 
view the problems of the buyer as his prob- 
lems. The salesman seeks to solve the buyer’s 
problems by “‘designing, selecting, and mak- 
ing conveniently available desirable goods; 
giving information; calling attention to points 
that have been overlooked; finding ways to 
overcome the obstacles to purchase; and tak- 
ing care of the details of transfer of title.” 
Quite different, this, from the traditional ap- 
proach of salesmen, some of whom have been 
characterized from antiquity on into recent 
times as “despicable, crafty cheaters.” 

Chapter IV, on the qualities of the effec- 
tive salesman, provides 32 pages of discussion 
concerning criteria for detecting the sales- 
man-personality. 

The remainder of the book is substantially 
like the first edition in form and content ex- 
cept that all the line cut illustrations have 
been taken out, an improvement worthy of 
comment. The present edition is also im- 
proved by the inclusion of a 120-book bibli- 
ography which, although hardly complete, 
serves its purpose. 


For those who are not acquainted with the 
first edition it should be said that the mate- 
rial is presented in a well organized manner. 
Beginning with Chapter VI, in the new book, 
through Chapter XV, Nixon delivers in logi- 
cal order a series of lectures on Adequate 
Preparation, [Establishing Acceptance, 
Arouse the Buying Attitude, etc., calling 
them the First Principle, the Second Princi- 
ple, the Third Principle, etc., and ends with 
Inducing Action, The Ninth Principle, in 
Chapter XV. In Chapters XVI and XVII the 
principles are given application in specialized 
fields of selling and in retail selling respec- 
tively. 

This book is well adapted to university 
course work, to which end there are questions 
and exercises appended to each chapter. Its 
use is not limited to the classroom, however, 
because its readability makes the volume 
suitable for home study by those practicing 
in the field, salesman and salesmanager alike. 

WituraM L. Doremus 
New York University 


SuccessFuL RETAIL SALESMANSHIP, by O. P. 
Robinson and C. H. Robinson. New York: 
Prentice-Hall, 1942. Pp. xii, 356. 


Successful Retail Salesmanship offers a 
strictly modern approach at the college level 
for the study of over-the-counter selling 
technique. As a background for the book, the 
authors conducted an extensive survey of: (1) 
types of sales techniques taught by stores to 
their salespeople; (2) the salesmanship ac- 
tually displayed in stores; and (3) the expec- 
tations of the customer in those who serve 
them. The study comprised an observation 
and analysis of the methods used and the at- 
titudes displayed by some eight hundred 
salespeople in varied selling situations, as 
well as more than two thousand completed 
questionnaires from consumers reflecting the 
buyers’ attitude towards salesmanship. An 
interpretation and application of this data is 
carried throughout the book. 

Continued emphasis is on showing sales- 
people how they may help customers buy 
more effectively and intelligently, and thus 
become, to use the authors’ term, true 
“merchandise advisors.”” Over-the-counter 
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salesmanship is compared with contact tech- 
nique and the reader is convincingly im- 
pressed with the necessity of retail prepara- 
tion. 

Fifteen chapters are presented, covering 
all the conventional topics, from the modern 
meaning of retail salesmanship, through all 
the prerequisites and procedure of retail sell- 
ing, to a discussion of permanent business 
relationships. A large number of pictorial il- 
lustrations lend a touch of humor and add to 
popular interest. 

Although the book contains very little that 
is new, it represents the first scholarly at- 
tempt to apply the scientific principles of 
salesmanship to over-the-counter selling. In 
this the authors have done a splendid job and 
the book should be well received, not only as 
a college text for classes in salesmanship and 
retailing, but as a manual by those in charge 
of sales instruction in retail stores. Any sales- 
person should benefit immeasurably from 
reading Successful Retail Selling, and all 
store managers will do well to make it availa- 
ble to their salespeople. 

Horace B. Brown, Jr. 
University of Mississippi 


Wuat SALESMEN THINK OF SALES MANa- 
Gers, by H. R. Tosdal and R. M. Cun- 
ningham. Boston: Chamber of Commerce, 
1942. Pp. 83. $2.00. 


This is a different type of book giving the 
results of a questionnaire study of salesmen’s 
attitudes. The study was sponsored by the 
Boston Sales Managers Club whose members 
wanted to know a great many facts about 
salesmen’s attitudes. The questionnaires 
were mailed to 5500 salesmen earning better 
than average incomes. 

The replies present a composite picture of 
what a salesman wants in a sales manager 
and what qualities salesmen think sales 
managers lack. Effective performance of the 
salesmen’s task and effective leadership are 
both influenced by what salesmen think. 
The results which executives obtain depend, 
at least, in part, upon what customers and 
sales forces think of company executives, 
products, and company policies. 

The result of the study as outlined in the 


book shows that the most important quality 
for a sales manager to have is “knowledge of 
the business.” This is followed by “‘integ- 
rity.” Salesmen believe that sales managers 
should have selling ability but do not rate 
this as the most important quality. Other 
qualities are considered more important, 
such as “ability to lead and inspire,” “‘intel- 
ligence,” and “‘sense of purpose.” For many 
years salesmen have been promoted to the 
position of sales manager on account of abil- 
ity to sell. Executives will have this fallacy 
driven home in the replies to this question- 
naire. 

Most salesmen believe that their sales 
quotas were fair and reasonable. Likewise, 
most salesmen approved of the hiring and fir- 
ing policies of their sales managers. Salary 
was considered most important and commis- 
sion next, as elements in a compensation 
plan. Nearly three quarters of the salesmen 
earned between $1500 and $4000 per year. 

The outstanding “pet peeve” of the sales- 
men was that “sales managers do not give 
more help in the field.” Other peeves were 
“poor administrator,” “careless of detail,” 
“too-detail minded” and “won’t fight for his 
men.” These five peeves accounted for ap- 
proximately fifty per cent of the salesmen’s 
“pet peeves.” 

A feature of the book is the clear-cut man- 
ner in which the author has listed outstaind- 
ing weaknesses of sales managers, and the 
qualities most desired by salesmen in saies 
managers. 

For sales managers, sales executive clubs, 
and teachers of salesmanagement, this book 
should prove of great interest and enlighten- 
ment. Also it will prove to be an invaluable 
and practical aid for sales managers and 
management in general during the coming 
post-war sales boom. 

Hatsey E. Ramsen 
Miami University 


Marketinc—Functions, Mepiums, Prac- 
TICES, VARIATIONS, AND APPRAISAL. by 
Floyd L. Vaughan. New York: Farrar & 
Rinehart, 1942. Pp. xi, 639, $3.50. 


Professor Vaughan of the University of 
Oklahoma states he is interested in stressing 
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“principles rather than technique” and pro- 
ceeds to discuss marketing “from an eco- 
nomic rather than an acquisitive point of 
view.” He considers the functional approach 
the most important (p. 10). Consumer inter- 
est in the cost of marketing justifies an at- 
tempt to treat the subject from an economic 
standpoint. This seems to be fairly well ac- 
complished. The explanation for the higher 
costs of marketing as compared with manu- 
facturing and other types of production and 
the recommendations for the reduction of 
these costs are the most valuable contribu- 
tions of the book. 

Other contributions include discussions of 
the newer developments, recent legislation 
(pp. 309-10) and legislative measures (pp. 
256-58), and useful discussion problems and 
questions and a list of supplementary read- 
ings at the end of each chapter. 

The book consists of six parts. Part One, 
Introduction, states the approach and dis- 
cusses human wants and their satisfaction. 
Part Two, treats of functions somewhat dif- 
ferently than most texts. Assembling and 
dividing including packaging (Ch. 3) are 
considered as one function—rearranging; 
financing and risk taking are combined as an- 
other function (Ch. 7); and buying and sell- 
ing along with market information are linked 
together as still another function (Ch. 8). 
Thus the functions are narrowed down to six, 
namely, rearranging, transporting, storing, 
grading, financing and risk taking, and buy- 
ing and selling. Part Three (10 chapters), is 
concerned with mediums, which includes the 
orthodox private agencies and cooperative as- 
sociations and one chapter on Government 
Activity. This latter chapter embraces the 
phases (1) “encouragement of private initia- 
tive and cooperation,” and (2) “regulation of 
charges of transporting, storing, financing 
goods for others.”” Part Four (7 chapters), 
discusses the practices employed by the 
above mediums—salesmanship and adver- 
tising, credit, price policies, fair competition, 
merchandise turnover and stock control, and 
market research. 

Deserving of more comment are the last 
two parts of the book. Part Five (5 chapters), 
entitled Variations, discusses methods of 


marketing different classes of products—con- 
trasting those used in production such as 
farm products, extractive products, and 
manufactured goods; and consumption 
goods, including convenience and shopping 
goods. In this section, the treatment of 
wheat and cotton impress me as the best of 
the 20-some products and classes of prod- 
ucts discussed. Perhaps too many products 
are included in a text of this type for ade- 
quate coverage, although for so many, the 
treatment is good. In some cases a statement 
like the following appears too critical: “Un- 
der the guise of conservation, the oil compa- 
nies, aided by the government, seek attrac- 
tive and stable prices through restriction of 
output.” (P. 445.) 

Part Six, Appraisal (6 chapters), as stated 
before, makes the greatest contribution. 
Here, the marketing system is appraised 
largely from the cost point of view, explana- 
tions are given for the increasing cost of 
marketing and recommendations are made 
for reducing these costs. The three main 
reasons given for higher marketing costs are 
(1) marketing is less subject to the principle 
of decreasing cost than manufacturing; (2) 
longer shipments of goods between producer 
and consumer, additional sales efforts and 
other increases in the functions of marketing; 
and (3) activities consisting of monopoly, un- 
fair competition and other acquisitive prac- 
tices that widen margins between original 
producer and consumer. 

To combat these higher cost causes, such 
measures as the following are recommended: 
flexible freight rates, decreases or improve- 
ments in the functions of marketing, less ad- 
vertising, and the prevention of acquisitive 
practices. In spite of general praise for this 
section it is difficult to accept in toto such 
statements as the following: 


. if the freight rate is practically the same for a 
long haul as for a short one, the shipper will solicit 
business from one section as well as another.” (Pp. 
548-49.) 

“‘Acquisitive practices are predatory schemes for en- 
forcing lower prices by the buyer or by exacting higher 
prices by the seller... . / Acquisitive practices especially 
significant in marketing are monopoly, unfair competi- 
tion, creation of inelastic demand by advertising, style, 
protective tariff, and the misuse of trading in futures.” 
(P. 579.) 
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“However, even truthful advertising may be acquisi- 
tive. By developing an inelastic demand for products, 
it permits higher prices to consumers and lower margins 
to middlemen.” (P. 584.) 


And, 


“The general object in the control of chain stores or 
any other kind of business enterprise, to repeat, should 
be to eliminate any acquisitive advantage and to pre- 
serve economic efficiency.” 

In conclusion, though one may differ from 
the author on a number of points he must ad- 
mit that this challenging text will be found 
very acceptable in many cases. 

Oscar K. Dizmanc 
Whitworth College 


PaTENTS AND AnTITRUST Law, by Lawrence 
I. Wood. New York: Commerce Clearing 
House, Inc., 1942. Pp. xiv, 218. 


Significant court decisions of the last dec- 
ade, together with recent strengthening of 
antitrust law enforcement and TNEC pre- 
occupation with the perplexing dilemma of 
the patent and antitrust laws, render Mr. 
Wood’s study of this problem both timely 
and valuable. 

The book consists of three parts. In the 
first the author summarizes the historical 
background of patent and antitrust laws. In 
the second, which comprises three-fourths of 
the work, he examines present trends 
through a study of court decisions, placing 
particular emphasis on price restrictions, 
user restrictions, and patent pools. In the 
last section, he outlines future possibilities 
and examines briefly the major suggestions 
for patent law reform as it applies to anti- 
trust conflicts. 

Mr. Wood believes in the fundamental 
soundness of the patent and antitrust laws. 
Maintaining that there is no essential con- 
flict in their philosophies except where bor- 
derline conflicts arise, he examines proposed 
reforms and rejects, almost without excep- 
tion, suggestions to legislate reconciliation, 
pointing out that such a course is more likely 
to disturb rather than to ameliorate present 
conditions. He concludes that the resolution 
of every dilemma must remain, as it has in 
the past, the function of the judicial process 
“of determining in each fact situation where 


the public good is served by a given practice 
—where it is impaired by a deliberate re- 
straint.” 

It is refreshing to find this wholesome, 
non-mechanistic approach in a day when 
much attention is being compelled by pro- 
posals for reforms which are revealed with 
the “logical symmetry of a geometric design” 
but which lack a foundation of a working 
philosophy and historical perspective. The 
author commands respect by his objective 
treatment, by his thoroughness, and most 
particularly by his ability to draw heavily 
upon the findings of the TNEC hearings and 
monographs without being diverted by their 
ex parte characteristics. 

Patent pools and restrictive license agree- 
ments, like other organic elements in the busi- 
ness world, have yet to be treated adequately 
as expressions of self-government which, al- 
though subject to abuses against the public 
good, are none-the-less inevitable and indis- 
pensable results of a democratic political 
philosophy coupled with a rapidly changing 
technology. The present work lays the foun- 
dation for such an inquiry whose burden 
might well be to discover a workable synthe- 
sis of economic freedom and the control of 
private, laissez-faire buccaneering as ex- 
pressed in certain patent abuses. While this 
is often considered a problem for the political 
theorist, there is some ground for believing 
that more suitable results may be obtained 
by the attempt to build upon a solution of in- 
dividual situations, such as the patent-anti- 
trust dilemma. 

Of the book as a whole it may be said that 
the author achieved a most intelligent bal- 
ance of the juristic and economic elements of 
the problem, a baiance that at once reveals 
the practical soundness of the approach of 
the scholar and repels the palliatives of the 
reformer. His message is worthy of a broad 
reception, and it is regrettable that the tra- 
ditions of legal scholarship, producing as 
they do such close documentation, serve to 
discourage all but the professional student in 
spite of the otherwise lucid treatment. An ex- 
cellent bibliography is provided. 

So much has happened in this field since 
the manuscript was completed in January, 
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1942, that one is already hopeful for a re- 
vised edition. However, the book is no more 
ephemeral than is our basic legal and eco- 
nomic philosophy and will endure as a land- 
mark in the field. 
GeorceE W. Rossins 
University of California 
Los Angeles 


ProFITABLE Pus.icity, How to Do It— 
How to Get It, by Henry F. Woods, 
Jr. New York: Dorset House, 1941. Pp. 
XV, 208. $2.50. 


The popular conception that publicity is a 
profession in which ideas, stunts, and manu- 
factured news predominate is thoroughly de- 
bunked by Mr. Woods. “‘The ability to eval- 
uate newsworthy publicity requires per- 
severance, training, study, thought,” ac- 
cording to the author. He should know. As 
the Director of Publicity of McCann-Erick- 
son, Inc., and Director of the National As- 
sociation of Publicity Directors, he has had 15 
years of publicity experience in diverse fields. 

Furthermore it is necessary to properly 
present the publicity which has been found 
newsworthy. The most important or unusual 
fact in the story is the lead. The lead should 
answer in order of their importance the fol- 
lowing six questions: Who? Why? What? 
When? Where? How? 

It should be “‘sharp, incisive, pithy, atten- 
tion-compelling, startling, if possible.” The 
author practices what he preaches. His book 
does not have a dull page. Every point he 
makes is illustrated by several terse exam- 
ples. Yet he does not deal in generalities. He 
gives precise instructions on the correct form 
of a publicity release. He tells you the best 
sources of information, and also the best out- 
lets for your release. At times he gives very 
specific information. For example, ‘“‘Publicity 
photographs submitted for publication 
should be glossy prints, preferably eight 
inches by ten inches. Five by seven inch 
prints are acceptable, but they should be 
clear and sharp, with good contrasts wher- 
ever possible.” 

His simple non-technical explanation of 
the process of making and using mats and 
stereotype plates makes these mysteries un- 





derstandable to any reader. The section on 
clipping bureaus and their merits is excellent. 

Another interesting feature of the book is 
the introduction of tests and answers similar 
to those found in popular magazines. For ex- 
ample, the reader can test his ability to see 
(1) if a story is newsworthy, (2) if he knows 
where to direct a certain type of publicity 
story, and (3) if he can rewrite several short 
publicity stories to emphasize the best lead 
in the article. A section of “dont’s” in pub- 
licity writing is similar to a section in a hand- 
book of composition. The author departs 
from his usual brief treatment of examples to 
give atypical publicity distribution schedule. 
This chapter should be unusually helpful 
even to professional publicity men. 

A few minor criticisms may be mentioned. 
Occasionally Mr. Woods repeats points al- 
ready made and fully developed. For exam- 
ple, his treatment of “oddity” in publicity on 
page 52 adds nothing that has not already 
been mentioned on page 28. On page 76 he 
refers to the ‘‘Sino-Chinese” war which was 
probably one of those slips that get into 
every book. 

The strongest recommendation which can 
be made for this book is a simplicity of pres- 
entation, which would help the most inex- 
perienced publicity chairman of a club or 
ladies’ aid, combined with a wealth of illus- 
trative material and information which 
would stimulate a veteran practitioner. 

H. A. Frey 
University of Toledo 
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